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Court  of  Appeals  of  the  District  of  Colombia 


No.  5098. 

Kekaha  Sugar  Company,  Limited,  Appellant, 

vs. 

Robert  H.  Lucas,  Commissioner,  &c. 


1  Docket  No.,  15435. 

Kekaha  Sugar  Co.,  Ltd.,  Honolulu,  T.  H., 

v. 

Commissioner  of  Internal  Revenue. 

For  Taxayer :  W.  W.  Spalding,  Esq.  ! 

For  Commissioner:  M.  N.  Fisher,  Esq.,  L.  C.  Mitchell, 
Esq.,  R.  W.  Wilson,  Esq. 


Docket  Entries. 

1926. 

May  3.  Petition  received  and  tiled. 

8.  Copy  of  petition  served  on  Solicitor. 

8.  Notification  of  receipt  mailed  taxpayer. 

20.  Motion  for  120  days  extension  to  file  answer  filed 

by  Solicitor. 

1.  Granted.  Both  sides  notified. 

9.  Verified  petition  filed. 

11.  Copy  of  verified  petition  served  on  Solicitor.  Tax¬ 
payer  notified. 

Sept.  30.  Answer  filed  by  Gen.  Counsel. 

Oct.  6.  Stipulations  to  take  depositions  filed. 

9.  Copy  of  answer  served  on  taxpayer.  Gen.  Cal. 

1927. 

Mar.  5.  Motion  to  set  down  for  hearing  some  date  after 
10-1-27  filed  by  taxpayer.  j 
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Mar.  14.  Depositions  of  Hans  P.  Faye,  et  al.,  filed.  2 
Volumes,  Pages  1-232-233-478,  Incl. 

44  15.  Copy  of  depositions  served  on  G.  C. 

June  28.  Hearing  date  set  10-3  7-27. 

Oct.  26.  Transcript  of  hearing  10-25-27  filed. 

44  27.  Transcript  of  hearing  10-26-27  filed. 

44  28.  Order  of  dismissal  as  to  year  1921  signed  and 

filed.  Both  sides  notified. 

25.  Hearing  had  before  Mr.  Phillips  on  merits — dis¬ 
missed  as  to  vear  1921.  Briefs  due  12-15-27. 
Reply  briefs  due  1-15-28,  exchange.  Stipula¬ 
tions  as  to  facts  and  testimony  in  record. 

Nov.  1.  List  of  objections  to  depositions  filed  by  G.  C. 

14.  Hearing  had  before  Mr.  Phillips — counsel  allowed 
to  submit  further  evidence. 

44  16.  Transcript  of  hearing  11-14-27  filed. 

Dec.  14.  Motion  for  extension  to  Jan.  15,  1928  to  file  brief 
&  that  respondent  be  granted  to  Jan.  15,  1928 
to  file  his  brief  &  that  taxpayer  and  respondent 
be  given  30  days  after  filing  of  briefs  to  file 

2  replv  briefs,  filed  bv  taxpayer.  Granted  12- 

14-27. 

1928. 

Jan.  14.  Joint  motion — Taxpayer  to  file  brief  2/4/28; 

CommT  to  reply  20  days  later;  taxpayer  to  re¬ 
join  20  days  after  reply  by  Comm’r  filed. 
Granted  1/16/28. 

Feb.  6.  Brief  filed  by  taxpayer.  Copy  served  on  G.  C. 
2-7-28. 

44  24.  Motion  for  an  extension  to  Mar.  7,  1928  to  file 

reply  brief,  filed  by  G.  C. 

44  25.  Motion  granted. 

Mar.  7.  Brief  filed  by  G.  C.  Copy  served. 

44  15.  Motion  to  file  reply  brief  filed  by  taxpayer. 

44  15.  Reply  brief  filed  by  taxpayer.  Copy  served  on 

G.  C.  3-16-28. 

Oct.  1.  Findings  of  fact  and  opinion  rendered  (Phillips). 
Decision  will  be  entered  under  Rule  50. 

Nov.  8.  Notice  of  settlement,  filed  by  G.  C. 

44  12.  Hearing  set  11-28-28  on  settlement. 

44  23.  Notice  of  settlement,  filed  by  taxpayer. 

44  28.  Hearing  had  before  Mr.  Phillips  on  settlement. 
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Dec.  8.  Transcript  of  hearing — Nov.  28,  1928  filed. 

“  18.  Memorandum  instructing  parties  to  submit  re¬ 

computations  entered  (Phillips). 

1929. 

Jan.  9.  Notice  of  settlement  filed  bv  G.  C. 

“  11.  Hearing  set  2-6-29  on  settlement. 

“  15.  Notice  of  settlement  filed  by  taxpayer.!  Copy 

served  on  G.  C.  1/18/29.  j 

Feb.  6.  Hearing  had  before  Mr.  Green  on  settlement 
under  Rule  50.  Continued  one  week. 

“  6.  Order  continuing  to  the  Day  Cal.  of  Feb.  13,  1929 

for  hearing  on  settlement. 

“  13.  Hearing  had  before  Mr.  Phillips  on  settlement. 

“  15.  Decision  entered. 

Aug.  2.  Stipulation  of  venue  filed — Ct.  of  Appeals  D.  C. 

“  2.  Petition  for  review  by  Ct.  of  Ap.  D.  C.  with  as¬ 

signments  of  error  filed  by  taxpayer,  j  Proof 
of  service  thereon. 

“  5.  Statement  of  evidence  with  service  thereor  lodged 

(2  Vols.). 

Sept.  18.  Motion  for  extension  to  Nov.  17,  1929  to  jirepare 
evidence  and  transmit  record  filed  by  tajxpayer. 

“  18.  Order  extending  time  to  Nov.  18,  1929  foij  prepa¬ 

ration  of  evidence  &  transmission  of  record, 
entered. 

Oct.  25.  Praecipe  filed.  Proof  of  service  thereon. 

Nov.  4.  Motion  to  substitute  Robert  H.  Lucas  for  David  H. 
Blair  as  respondent  filed  by  taxpayer. 

“  4.  Order  substituting  Robert  H.  Lucas  as  party  re¬ 

spondent  entered. 

“  6.  Statement  of  evidence  approved  &  ordered  filed. 

Now,  November  8,  1929,  the  foregoing  docket  ent 

tified  from  the  record  as  a  true  copy. 

r Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBLE!, 

Clerk  U.  S.  Board  of  Tax  Appeals. 
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Filed  Mav  3. 


United  States  Board  of  Tax  Appeals. 

Docket  Xo.,  15435. 

Kekaha  Sugar  Company,  Ltd.,  Honolulu,  T.  H.,  Petitioner, 

vs. 

Commissioner  of  Internal  Revenue,  Respondent. 

Petition. 


The  petitioner,  Kekaha  Sugar  Company,  Ltd.,  Honolu, 
Territory  of  Hawaii,  hereby  petitions  for  a  redetermina¬ 
tion  of  the  alleged  deficiency  set  forth  by  the  respondent, 
Commissioner  of  Internal  Revenue,  in  his  notice  of  defi¬ 
ciency,  viz.,  his  letter  of  March  13,  1926,  symbols  1T:CR: 
D-60D:  EFX.,  and,  as  the  basis  of  this,  its  proceeding,  al¬ 
leges  as  follows: 

1.  The  petitioner  is  a  corporation  organized  under  the 
laws  of  Hawaii,  with  principal  offices  in  Honolulu,  Terri¬ 
tory  of  Hawaii. 

2.  The  notice  of  deficiency  (a  copy  of  which  is  attached 
hereto  and  made  part  hereof)  bears  date  of  March  13,  1926. 

The  date  of  mailing  was  not  earlier  than  March  13, 

4  1926. 


3.  The  taxes  in  controversy  are  income-profits 
taxes  for  the  calendar  years  of  1920  and  1921.  The  amounts 
in  dispute  are  $98,776.92  for  1 920  and  an  overassessment 
of  $10,591.65  for  1921. 

4.  The  respondent  determination  of  the  tax  liability,  for 
1920  and  1921,  set  forth  in  said  deficiency  notice,  was  and 
is  based  upon  the  following  errors: 


1920 

( a )  The  revision  of  the  final  determination  made  by  re¬ 
spondent  on  or  about  April  16,  1925,  of  the  income-profits 
tax  liability  of  petitioner  set  forth  in  deficiency  letter  of 
that  date,  copy  of  which  is  attached  hereto  and  made  part 
hereof,  symbols  IT  :CA  :2551-9-60D. 
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( b )  The  assesment  of  (he  profits  tax  under  Sections  301 

and  328  of  the  Revenue  Act  of  1918  rather  than  under  Sec¬ 
tion  328  of  that  Act.  ! 

(c)  The  disallowance  of  a  reasonable  deductiopn  for  ex¬ 
haustion  of  leasehold  value  at  March  1,  1913,  in  computing 
the  taxable  income.  The  amount  so  disallowed  was 
$56,934.31. 

(d)  The  disallowance^  of  a  reasonable  deduction  for  de¬ 
preciation  of  physical  property  based  on  the  valr|e  thereof 

at  March  1,  1913,  in  computing  the  taxablb  income. 

5  The  amount  so  disallowed  was  $72,554.38. 

(e)  The  disallowance  of  rentals  paid,  and  properly 
allocated  to  1920,  in  computing  the  taxable  income,  such 
rentals  having  been  paid  by  petitioner  for  the  use  and 
possession  of  property  used  in  the  taxpayer’s  business. 
The  amount  disallowed  was  $72,053.22. 

(/)  The  disallowance  of  alleged  donations  (wjiich  were 
really  ordinary  and  necessary  expenses  and  deductible  as 
such)  in  computing  the  taxable  income.  The  amoiint  so  dis¬ 
allowed  was  $1,696.31. 

(q)  The  statement  of  the  addition  to  invested  capital  to 
represent  the  excessive  reduction  on  the  books  of  the  lease¬ 
hold  cost.  The  amount  of  the  addition  to  invested  capital 
on  this  account  was  $6,000.  The  correct  amount  is 
$23,103.45. 

(h)  The  reduction  of  invested  capital  in  the  amount  of 
$80,656.90,  paid-in  surplus  based  on  the  actual  cash  value  of 
leaseholds  at  date  of  acquisition  by  petitioner. 

(i)  The  reduction  of  invested  capital  in  thb  amount 
of  $42,849.18,  representing  expenditures  deferred  by  peti¬ 
tioner  to  1920  or  a  later  year. 

(j)  The  reduction  of  invested  capital  in  the  amount  of 
$8,601.74,  expenditures  previously  restored  by  petitioner 
to  capital  account 

6  1921. 

(a)  The  disallowance  of  a  reasonable  deduction  for 
exhaustion  of  leasehold  value  at  March  1,  1913,  in  comput¬ 
ing  the  taxable  income.  The  amount  so  disallowed  was 
$23,722.59. 

(b)  The  disallowance  of  a  reasonable  deductic|n  for  de¬ 
preciation  of  physical  property  based  on  the  valiie  thereof 
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on  March  1,  1913,  in  computing  t lie  taxable  income.  The 
amount  so  disallowed  was  $3,054.48. 

(c)  The  disallowance  of  alleged  donations  (which  were 
reallv  ordinarv  and  necessarv  expenses  and  deductible  as 
such)  in  computing  the  taxable  income.  The  amount  so 
disallowed  was  $1,407.33. 

(d)  The  statement  of  the  amount  to  be  deducted  from  the 
net  income  disclosed  bv  the  amended  return  on  account  of 
cost  of  leaseholds.  The  amount  deducted  in  the  deficiency 
letter  of  March  13,  1926,  is  $40,000.  The  deduction  should 
be  reduced  to  $36,206.90. 

(e)  The  statement  of  the  amount  to  be  added  to  invested 
capital  on  account  of  cost  of  leasehold.  The  amount  so 
added  bv  respondent  was  $40,000.  The  correct  amount  is 
$36,206.90. 

(/)  The  reduction  of  invested  capital  in  the  amount  of* 
$2,218.00,  alleged  donations  deferred  by  petitioner  to  1921 
or  a  later  year. 

7  (r/)  The  reduction  of  invested  capital  in  the 

amount  of  $8,601.74,  expenditures  previously  re¬ 
stored  by  petitioner  to  capital  account. 

(h)  The  reduction  of  invested  capital  in  the  amount  of 
$23,722.59,  paid-in  surplus  based  on  the  actual  cash  value  of 
leaseholds  at  date  of  acquisition  by  petitioner. 

( i )  The  reduction  of  invested  capital  by  the  amount  of 
$78,738.98,  alleged  pro-ration  of  income-profits  taxes  of 
1920.  The  amount  of  the  reduction  is  excessive. 

5.  The  facts  upon  which  the  petitioner  relies  as  the  basis 
of  this  proceeding  are  as  follows: 


1920. 

(a)  In  April,  1925,  respondent  made  a  final  determina¬ 
tion  of  petitioner’s  income-profits  tax  liability  for  1919  and 
1920  and  on  April  16,  1925,  mailed  to  petitioner  the  usual 
sixtv-davs  deficiencv  letter  wherein  was  set  forth  the  details 
of  such  final  determination.  A  copy  of  this  deficiency  letter 
is  attached  hereto.  No  appeal  to  the  United  States  Board 
of  Tax  Appeals  from  such  1925  final  determination  was 
prosecuted  by  petitioner.  Rather  was  the  determination 
of  the  tax  liability  sfet  forth  in  said  letter  of  April  16,  1925, 
permitted  to  become  binding  on  and  conclusive  of  the  rights 
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of  petitioner  and  respondent  with  respect  t<j)  the  sub- 
8  ject  matter  thereof,  by  failure  of  petitioner  to  appeal 
from  such  determination  within  the  sixty  days  given 
and  by  failure  of  respondent  to  revise  such  determination 
within  that  time.  Consistent  with  this  view,  afterjthe  lapse 
of  sixty  days  from  April  16,  1925,  and  before  Majrch,  1926, 
there  was  refunded  to  petitioner  by  respondent  $4,520.53, 
the  net  overassessment  for  1919  and  1920,  disclosed  by  the 
deficiency  letter  of  April  16,  1925.  Petitioner  is  advised 
that  such  final  determination,  made  in  April,  192c),  and  the 
subsequent  settlement  made  thereunder  constitute  a  bar  to 
the  redetermination  of  the  1920  tax  liability  att^mped  by 


respondent  in  March,  1926,  as  shown  by  the  deficiency  letter 
of  March  13,  1926.  j 

(b)  Petitioner’s  profits  taxes  for  1920  have  been  com¬ 
puted  by  respondent  in  the  deficiency  letter  of  March  13, 
1926,  under  Sections  301  and  326  of  the  Revenue  Act  of 
1918.  The  right  to  assessment  under  Sections  32l  and  328 
of  that  Act  is  now  claimed.  In  support  of  this  claim  it  is 
now  represented  that  the  1920  profits  tax,  if  determined 
without  benefit  of  Sections  327  and  328  would,  jowing  to 
abnormal  conditions  affecting  the  capital  and  ificome  of 


petitioner,  work  upon  it  an  exceptional  hardship,  Evidenced 
by  gross  disproportion  between  the  tax  compute^  without 
benefit  of  these  Sections  and  the  tax  computed  by  reference 
to  the  representative  corporations  specified  in  Sec- 
9  tion  328. 

(c)  In  1898,  there  were  assigned  to  petitioner 
leaseholds,  covering  valuable  cane  lands  on  one  of  the  Ha¬ 
waiian  Islands,  in  consideration  of  the  issuance  to  the  as¬ 
signors  of  capital  stock  of  petitioner  having  a  par  value  of 
$600,000.  The  term  of  the  leaseholds  expired  June  1,  1921. 
These  leaseholds  had  an  actual  cash  value  at  date  c^f  acquisi¬ 
tion  in  1898  of  not  less  than  $1,900,000  or,  in  oth^r  words, 
not  less  than  $1,300,000  in  excess  of  the  par  valfie  of  the 
stock  issued  therefor.  As  the  term  of  these  leaseholds  was 
definitely  limited  in  duration,  petitioner  was  and  is  entitled 
to  a  reasonable  deduction  in  computing  the  taxable  income 
of  each  year  of  the  term  of  the  lease,  computed  tyy  one  or 
the  other  of  the  following  methods  : 

First.  To  spread  the  actual  cash  value  of  the  leaseholds 
ratably  over  the  term  of  the  lease,  which  means  that  the 
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deductions  for  eacli  year  will  be  that  fractional  part  of  the 
actual  cash  value  at  date  of  acquisition  ($1,900,000)  which 
the  year  is  of  the  entire  term  of  the  leases ;  or 

Second.  To  spread  the  fair  market  value  of  the  lease¬ 
holds,  at  March  1,  1913,  ratably  over  the  term  of  the  leases, 
thereafter,  which  means  that  the  deduction  for  each  year 
will  be  that  fractional  part  of  the  fair  market  value  at 
March  1, 1913,  which  the  year  is  of  the  term  the  leases 

10  had  to  run  after  that  date. 

When  computed  by  either  method,  the  deduction 
allowable  for  1920  is  not  less  than  $56,934.31.  This  is  the 
amount  of  the  annual  deduction  for  the  exhaustion  of  such 
leasehold  value  previously  fixed  by  the  Income  Tax  Unit 
and  approved  by  the  office  of  the  Solicitor  of  Internal  Reve¬ 
nue.  In  fact,  the  leasehold  value  at  date  of  acquisition, 
above  stated,  and  the  amount  of  the  annual  deduction  for 
exhaustion  thereof  now  claimed  have  heretofore  been  ap- 
proved  by  the  Commissioner  of  Internal  Revenue,  two 
Deputy  Commissioners  of  Internal  Revenue,  the  office 
of  the  Solicitor  of  Internal  Revenue,  and  two  Sections  of 
the  Income  Tax  Unit. 

(rJ)  In  its  return  for  1920  as  amended,  petitioner  de¬ 
ducted  $112,554.38  as  depreciation  of  physical  property 
suffered  in  that  year.  In  computing  depreciation,  appel¬ 
lant  took  into  account  the  term  of  the  leases  of  lands  where 
the  depreciable  properties  were  located.  The  cost  of  such 
properties  was  spread  ratably  over  the  term  of  the  lease. 
This  method  of  coinputing  depreciation  was  entirely  fair 
and  reasonable  and  the  Commissioner  erred  in  disallowing 
any  part  of  the  deduction  claimed. 

(c)  During  the  years  here  involved,  petitioner  kept  its 
books  and  made  its  returns  on  the  crop  year  basis  of  re¬ 
porting  income.  This  was  the  method  of  accounting 

11  regularly  and  consistently  employed  before,  during, 
and  after  the  years  here  involved.  The  amount  of 

rentals  disallowed  for  1920  ($72,053.22)  consists  of  two 
items,  viz.,  rentals  paid  in  1918  and  deferred  by  petitioner 
to  1920,  $38,053.22;  and  reduction  of  the  cost  of  leasehold 
to  be  allocated  to  1920,  $34,000.  The  allocation  by  respond¬ 
ent  of  the  first  of  these  two  items  ($38,053.22)  back  to  1918 
was  erroneous  because  it  represented  rentals  for  the  land 
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on  which,  at  the  close  of  1918,  the  1920  crop  ljad  been 
planted.  This  crop  was  not  to  be  harvested  until  1920. 
Petitioner’s  treatment  of  this  outlay  was  in  strict;  accord¬ 
ance  with  its  method  of  accounting  and  reporting  income  for 
income  tax  purposes.  The  second  item  mentioned  above 
'•($34,000)  represents  a  revision  by  respondent  of  peti^ 
tioner’s  spread  of  the  cost  of  leaseholds  purchased  in  1918, 
$240,000,  over  the  term  of  the  lease.  The  facts  relating  to 
this  item  are  these:  The  term  of  the  leaseholds  in  question 
was  from  January  1,  1919,  to  June  1,  1921.  Of  {lie  total 
consideration  ($240,000),  $30,000  was  paid  specifically  for 
the  month  of  May,  1920,  and  should  be  allocated  to  that 
year.  The  remainder  of  $210,000  should  be  spread  ratably 
over  the  period  from  January  1,  1919,  to  June  lj  1921,  a 
period  of  twenty-nine  months.  The  following  is  $  correct 
computation  of  the  1920  deduction: 

12  $210,000  -r-  29  =  $7,241.38,  the  monthly  deduction. 


$7,241.38  X  12  = . 

May,  1920,  as  above . 

Total . 

Amount  deducted  by  appellant 


$$6,896.55 
$0,000.00 
— i - 

$l]L6, 896.55 

1  $0,000.00 

I 


Correct  disallowance .  13,103.45 

I  ' 

Amount  disallowed  by  respondent .  f  2,053.22 

Excessive  disallowance .  $8,949.77 


The  disallowance  of  $72,053.22  was  therefore  erroneous 
to  t  he  extent  of  $58,949.77. 


(/)  The  alleged  donations  erroneously  disallowed  by  re¬ 
spondent  were  expenditures  for  welfare  work  among  em¬ 
ployees,  which,  under  the  petitioner’s  crop  year  system  of 
accounting,  were  properly  allocated  on  its  books  ahd  in  its 
returns  to  1920.  Such  amounts  were,  therefore,  ordinary 
and  necessary  expenses  of  the  year  and  deductible  as  such 
in  computing  the  taxable  income. 

(.<7)  Respondent  has  made  an  addition  to  the  [invested 
capital  of  $6,000  to  represent  the  excessive  write-off,  prior 


to  1920,  of  the  cost  of  leaseholds.  Petitioner  states  that 
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the  correct  amount  of  the  addition  is  $23,103.45.  The  facts 
relating  to  this  item  are  these:  In  the  latter  part  of  1918 
appellant  purchased  certain  leaseholds  at  a  cost  of  $240,000, 
the  term  of  the  leases  being  from  January  1, 1919  to  June  1, 
1921.  Of  such  consideration  ($240,000),  $30,000  re- 
13  lated  solely  to  the  month  of  May,  1920.  Only  the  re¬ 
mainder  ($210,000)  should  be  spread  over  the  period 
from  January  1,  1919,  to  June  1,  1921,  which  results  in  a 
monthly  deduction  of  $7,241.38.  Multiplying  this  last 
named  amount  by  twelve,  to  represent  the  number  of 
months  in  1919,  the  resulting  figure  is  $96,896.55.  How¬ 
ever,  appellant  wrote  off  on  its  books  $110,000  to  represent 
the  1919  deduction  i  from  the  asset  account.  The  amount 


properly  to  be  restored  to  asset  account  and  to  invested 
capital  is,  therefore,  $23,103.45. 

Reiterating  the  allegations  of  paragraph  5  (r)  supra, 
respondent  states  that  the  portion  of  the  actual  cash  value 
of  the  leaseholds  (in  excess  of  the  par  value  of  the  stock 
issued  therefor),  at  date  of  acquisition,  unamortized  at 
January  1.  1920,  was  $80,656.90.  As  such  amount  ($80,- 
656.90)  represents  paid-in  surplus,  it  was  erroneously  dis¬ 
allowed  by  respondent  in  computing  the  invested  capital. 

The  deduction  from  the  1920  invested  capital  ($42,- 
849.18),  expenditures  deferred  by  petitioner  to  1920,  con¬ 
sists  of  two  items,  viz.:  Rentals  ($38,053.22)  paid  in  1918 
deferred  by  petitioner  to  1920;  and  alleged  donations  ($4,- 
795.96)  made  in  1918  and  1919  deferred  to  later  years.  The 
first  of  these  two  items  ($38,053.22)  was  properly  deferred 
by  petitioner  to  1920  because  it  represented  rentals 
14  for  land  planted  to  the  1920  crop  and  from  which  no 
crop  was  to  be  harvested  until  1920.  This  is  the  same 
item  as  is  referred  to  in  paragraph  5  ( e )  above,  and  the 
allegations  of  that  iparagraph  relative  thereto  arc  now  re¬ 
iterated.  The  second  item  of  the  deduction  from  invested 
capital  ($4,795.96);  represents  expenditures  for  welfare 
work  among  the  employees  which,  in  accordance  with  peti¬ 
tioner’s  system  of  i  accounting,  were  properly  deferred  to 
crop  years  after  the  years  of  expenditure,  1918  and  1919. 
The  deduction  of  $42,849.18  from  invested  capital,  made  by 
respondent,  was  therefore  erroneous. 

(j)  The  expenditures  included  in  the  amount  deducted 
by  respondent  from  invested  capital  ($8,601.74)  are  prop- 
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erly  lo  be  classified  as  capital  outlays  and,  therefore,  to  be 
included  in  the  invested  capital.  These  capital  expendi¬ 
tures  in  the  amount  stated  were  made  prior  to  1920  and  no 
part  of  the  cost  thereof  has  been  deducted  in  petitioner's 
returns  as  amended.  The  action  of  respondent  in  reducing* 
the  invested  capital  by  the  amount  of  such  outlays  was 
therefore  erroneous. 


1921. 


(a)  Reiterating  the  allegations  of  paragraph  5  (c)  supra, 
petitioner  states  that  the  amount  of  the  deduction  from 
income,  for  leasehold  exhaustion,  properly  to  be  allocated 

to  1921,  is  $23,722.59.  This  amount  represents  the 
15  pro-rata  exhaustion  of  the  actual  cash  value  of  lease¬ 
holds  at  date  of  acquisition,  or  the  fair  market  value 
at  March  1,  1913,  for  the  portion  of  the  1921  year  eihbraced 
within  the  terms  of  the  leases. 

(b)  Reiterating  the  allegations  of  paragraph  5  (<1)  supra, 
petitioner  states  that  its  method  of  computing  depreciation 
on  physical  property  in  1921  was  entirely  fair  and  reason¬ 
able  and  that  the  amount  of  the  depreciation  deduction 
claimed  in  its  1921  return  as  amended  was  no  more  than 
the  depreciation  actually  suffered  in  that  year.  Tips  being- 
true,  the  disallowance  of  any  part  thereof  was  erroneous. 

( c )  The  alleged  donations  erroneously  disallowed  by  re¬ 
spondent  were  amounts  expended  during  1921  or  properly 
allocated  to  that  year,  by  petitioner,  for  welfare  work 
among  its  employees.  Such  amounts  were  therefore  or¬ 
dinary  and  necessary  expenses  of  the  year  and  deductible 
as  such  in  computing  the  taxable  income. 

(d)  Respondent  has  made  a  deduction  from  income  in 
computing  the  taxable  income,  on  account  of  the  cost  of 


leaseholds,  in  the  amount  of  $40,000.  The  deduction  should 
be  reduced  to  $36,206.90.  This  deduction  relates  to  the  cost 
of  the  leaseholds  referred  to  in  paragraph  5  (e)  supra.  For 
reasons  there  shown,  the  amount  of  the  deduction  to  be 
allocated  to  1921,  to  represent  the  five  months  falling  in 
that  year,  is  five  times  the  monthly  deduction  of  $7,- 
16  241.38  or  $36,206.90.  The  deduction  from  income  of 

$40,000  made  by  respondent  is  therefore  excessive  in 
the  amount  of  $3,793.10.  | 

(e)  Respondent  has  added  to  the  invested  capital  $40,000, 
the  alleged  unamortized  portion  of  the  cost  of  leaseholds. 
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The  correct  amount  is  $36,206.90.  This  is  the  same  item 
as  is  referred  to  in  the  next  preceding  paragraph,  the  alle¬ 
gations  of  which  are  now  reiterated  and  incorporated  in  this 
paragraph  by  reference. 

(/)  The  alleged  donations  erroneously  deducted  from 
invested  capital  ($2,218.06)  represent,  expenditures  for  wel¬ 
fare  work  among  employees  which,  in  accordance  with  peti¬ 
tioner's  system  of  accounting,  were  properly  deferred  to 
crop  years  after  the  years  of  expenditure.  These  expendi¬ 
tures  were,  therefore,  properly  to  be  classified  as  a  deferred 
asset  at  January  1,  1921,  and  as  such  to  be  included  in  the 
computation  of  invested  capital.  Respondent  therefore 
erred  in  reducing  the  invested  capital  by  the  amount  of  such 
deferred  assets. 

(g)  The  expenditures  included  in  the  amount  deducted 
by  respondent  from  invested  capital  ($8,601.74)  are  prop¬ 
erly  to  be  classified  as  capital  outlays  and,  therefore,  to  be 
included  in  the  invested  capital.  This  is  the  same  item  as 

is  referred  to  in  paragraph  5  (>)  supra,  the  allega- 
17  tions  of  which  are  now  reiterated  and  incorporated 
in  this  paragraph  by  reference.  The  action  of  re¬ 
spondent  in  reducing  the  invested  capital  by  the  amount  of 
such  outlavs  was  therefore  erroneous. 

(h)  Reiterating  the  allegations  of  paragraph  5  (c)  supra, 
petitioner  states  That  the  portion  of  the  actual  cash  value  of 
t lie  leaseholds  at  date  of  acquisition,  unamortized  at  Janu¬ 
ary  1,  1921,  was  $23,722.59.  As  such  amount  ($23,722.59) 
represents  paid-in  surplus,  it  was  erroneously  disallowed 
by  respondent  in  computing  invested  capital. 

(/)  As  respondent  has  overstated,  in  the  deficiency  lefter 
of  March  13,  1926,  the  income-profits  tax  liability  for  1920, 
the  respondent  \s  reduction  of  the  1921  invested  capital  on 
account  of  the  income-profits  taxes  of  1920  has  been  corre¬ 
spondingly  overstated.  When  the  true  tax  liability  for 

1 920  has  been  finally  determined,  the  amount  thereof  should 
be  used  in  computing  the  deduction  from  invested  capital  of 

1921  on  account  of  taxes  of  the  preceding  year. 

Wherefore  petitioner  prays  that  it  be  held  by  the  United 

States  Board  of  Tax  Appeals  that  the  errors  above  enumer¬ 
ated  were  made  by  respondent  in  the  attempted  redeter¬ 
mination  of  its  tax  liability  for  1920  and  in  the  determina¬ 
tion  of  its  tax  liability  for  1921 ;  that  it  be  further  held  that 
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no  liability  for  the  payment  of  additional  taxes  for 

18  1920  rests  upon  petitioner;  and  for  such  other  relief 
as  may  appear  equitable  and  proper  as  this  cause 

progresses. 

(Signed)  W.  W.  SPALDING, 

Counsel  for  Petitioner , 
Woodivard  Building,  Washington,  D.  C. 

United  States  of  America, 

District  of  Columbia,  ss : 

W.  T.  Parrott,  being  duly  sworn,  says  that  he  is  attorney- 
in-fact  of  the  Kekaha  Sugar  Company,  Ltd.,  above  named, 
and  as  such  is  duly  authorized  to  verify  the  foregoing  peti¬ 
tion  ;  that  he  has  read  the  said  petition,  or  had  the  same  read 
to  him,  and  is  familiar  with  the  statements  therein  con¬ 
tained;  and  that  the  facts  therein  stated  are  true,  Except 
those  facts  which  are  said  to  be  upon  information  a}id  be¬ 
lief,  and  these  facts  he  believes  to  be  true. 

He  further  states  that  he  has  been  expressly  authorized 
by  power  of  attorney  of  the  Kekaha  Sugar  Company,  Ltd., 
to  verify  the  accompanying  petition,  and  now  does  so 
pursuant  to  the  authoritv  so  given. 

(Signed)  '  W.  T.  PARROTT. 

19  Subscribed  and  sworn  to  before  me  by  W.  T.  Par¬ 
rott  this  3rd  dav  of  Mav,  1926. 

(Signed)  ‘  *  ETHEL  R.  GUISE, 

[seal.]  Notary  Public,  D.  C. 

20  United  States  of  America, 

Territory  of  Hawaii, 

City  and  County  of  Honolulu,  ss: 

S.  M.  Lowrey,  being  duly  sworn,  says  that  he  is  "treas¬ 
urer  of  the  Kekaha  Sugar  Company,  Limited,  above  njamed, 
and  as  such  is  duly  authorized  to  vertify  the  foregoing 
petition ;  that  he  has  read  the  said  petition  or  had  thd  same 
read  to  him,  and  is  familiar  with  the  statements  therein 
contained ;  and  that  the  facts  therein  stated  are  true,  except 
those  facts  which  are  said  to  be  upon  information  aid  be¬ 
lief,  and  these  facts  he  believes  to  be  true. 

(Signed)  S.  M.  LOWREY. 
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Subscribed  and  sworn  to  before  me  by  S.  M.  Lowrey  this 
24th  day  of  May,  1926. 

(Signed)  J.  Y.  ALINA, 

[seal.]  '  Notary  Public,  First  Judicial 

Circuit,  Territory  of  Hawaii. 

21  (1639M.)  Form  NP-2. 

Treasury  Department,  Washington. 

Office  of  Commissioner  of  Internal  Revenue. 

IT  :CIi  :D-60D.  EFN. 

Received  March  26,  1926. 

March  13,  1926. 

Kekaha  Sugar  Company,  Ltd., 

C/o  American  Factors,  Ltd., 

Honolulu,  Hawaii. 

Sirs: 

An  examination  of  your  income  and  profits  tax  returns 
and  of  vour  books  of  accounts  and  records  and  those  of 
your  affiliated  company  discloses  a  deficiency  in  tax  aggre¬ 
gating  $98,776.92  for  the  year  1920  and  an  overassessment 
of  $10,591.65  for  the  year  1921  as  shown  in  the  attached 
statement. 

In  accordance  with  the  provisions  of  Section  274  of  the 
Revenue  Act  of  1926,  vou  are  allowed  60  da  vs  from  the  date 
of  mailing  of  this  letter  within  which  to  file  a  petition  for 
the  redetermination  of  this  deficiency.  Any  such  petition 
must  be  addressed  to  the  United  States  Board  of  Tax  Ap¬ 
peals,  Earle  Building,  Washington,  D.  C.,  and  must  be 
mailed  in  time  to  rbach  the  Board  within  the  60-day  period, 
not  counting  Sundav  as  the  sixtieth  dav. 

Where  a  taxpayer  has  been  given  an  opportunity  to  file 
a  petition  with  the  United  States  Board  of  Tax  Appeals 
and  has  not  done  so  within  the  60  days  prescribed  and  an 
assessment  has  been  made,  or  where  a  taxpayer  has  filed  a 
petition  and  an  assessment  in  accordance  with  the  final 
decision  on  such  petition  has  been  made,  the  unpaid  amount 
of  the  assessment  must  be  paid  upon  notice  and  demand 
from  the  Collector  of  Internal  Revenue.  No  claim  for 
abatement  can  be  entertained. 
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If  you  acquiesce  in  this  determination  and  do  not  desire 
1o  file  a  petition  with  the  United  States  Board  of  Tax  Ap¬ 
peals,  you  are  requested  to  execute  a  waiver  of  your  right  to 
file  a  petition  with  the  United  States  Board  of  Ta x  Ap¬ 
peals  on  the  enclosed  Form  A,  and  forward  it  to  the  Com¬ 
missioner  of  Internal  Revenue,  Washington,  D.  C.,  for  the 
attention  of  IT:  OR:  D-60D-EFN.  In  the  event  that  you 
acquiesce  in  a  part  of  the  determination,  the  waiver  should 
be  executed  with  respect  to  the  items  to  which  you  agree. 

Respectfully, 

I).  H.  BLAIR, 
Commissioner , 
By  C.  R.  NASH, 

(S.)  Assistant  to  the  Commissioner. 

Enclosures:  Statement,  Waiver — Form  A;  Schedules  1 
to  17. 

22  Form  A. 

IT :  CR :  D-60D.  EFN.  | 

In  re  Kekaha  Sugar  Co.,  Ltd.,  C/o  American  Factors,  Ltd., 

Honolulu,  Hawaii. 

i 

Waiver  of  Right  to  File  a  Petition  with  the  U.  S.  Boiird  of 

Tax  Appeals. 

The  undersigned  taxpayer  hereby  waives  the  right  to  file 
a  petition  with  the  U.  S.  Board  of  Tax  Appeals  under  Sec¬ 
tion  274  (a)  of  the  Revenue  Act  of  1926  and  consents  to  the 
assessment  and  collection  of  a  deficiency  in  tax  fcjr  the 
year  1920  aggregating  $98,776.92. 

(Name:) - , 

(Address:)  - — , 

By - .  | 

Date : - , - 

Note. — This  waiver  does  not  extend  the  statute  of  I  mita¬ 
tions  for  refund  or  assessment  of  tax,  and  is  not  an  agree¬ 
ment  as  provided  under  Section  1106  of  the  Revenue  Act 
of  1926. 
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Statement  of  Returns  Examined  and  Resulting  Tax 

Liability. 

Returns  Examined. 

Company.  Year.  Form. 

Kekaha  Sugar  Company,  Ltd.,  Horn 

olulu,  Hawaii . 1920  1120  Amended. 

. . 1921  1120  Amended. 


Tax  Liability. 


Over- 

Company.  Year.  Additional  tax.  assessment. 

Kekaha  Sugar  Co.,  Ltd., 

Honolulu,  Hawaii . 1920  $98,776.92  . 

. 1921  .  $10,591.65 

Net  additional  tax . .$88,185.27 


A  reexamination  of  your  returns  for  the  years  1920  and 
1921,  and  the  evidence  heretofore  submitted,  together  with 
the  information  on  file  in  the  Bureau,  has  been  made  re¬ 
sulting  in  the  above-stated  additional  tax  for  1920  and  over¬ 
assessment  for  1921,  as  set  forth  in  detail  in  the  following 
statements  and  accompanying  schedules  1  to  17,  inclusive: 

Your  claim  for  the  refund  of  $9,491.15,  part  of  income 
and  profits  tax  for  1921,  will  be  adjusted  in  accordance  with 
the  above-stated  overassessment. 

A  carbon  of  this  letter  has  been  mailed  to  Mr.  C.  R.  Lin¬ 
den  in  accordance  with  the  authorization  contained  in  vour 
power  of  attorney  running  to  him,  which  is  on  file  in  this 
office. 

Certificate  of  overassessment  for  the  amount  shown 
above  will  be  issued  through  the  office  of  the  Collector  of 
Internal  Revenue  for  your  district  and  will  be  applied  by 
that  official  in  accordance  with  the  provisions  of  Section 
284  (a)  of  the  Revenue  Act  of  1926. 

The  right  of  appeal  applies  only  to  those  years  in  which 
there  is  a  deficiency  as  defined  by  Sections  273  and  283 
of  the  Revenue  Act  of  1926. 
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-4  Due  to  the  fact  that  the  statute  of  limitations  will 
presently  bar  any  assessment  of  additional  tax 
against  you  for  the  year  1920,  the  Bureau  will  be  unable 
to  afford  you  an  opportunity  under  the  provisions  of 
Treasury  Decision  3708  to  discuss  your  case  befor^  mail¬ 


ing  formal  notice  of  its  determination  as  provided  Oy  Sec¬ 
tion  274  (a)  of  the  Kevenue  Act  of  1926.  It  is  necessary 
at  this  time,  in  order  to  protect  the  interests  of  the  Gov¬ 
ernment,  either  to  make  an  immediate  assessment  under 
the  provisions  of  Section  279  (a)  of  the  Revenue  Act  of 
1926  or  to  issue  a  formal  notice  of  deficiency.  Therefore, 


the  Bureau  has  elected  to  issue  this  notice  of  deficiency  be¬ 
lieving  it  will  be  more  satisfactory  than  an  immediate  as- 
sessment. 
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Kekalia  Sugar  Company,  Limited. 


Statement  Relating  to  Claims  for  Paid-in  Surplus. 

A  careful  and  detailed  examination  of  your  claim  for  an 

•/ 

allowance  as  paid-in  surplus  in  the  amount  of  $1,300,000.00 
discloses  the  following: 

Your  contention  is  embodied  in  a  brief  which  is  ^either 
dated  nor  sworn  to  but  which  is  submitted  in  support  of 
a  claim  for  refund  of  taxes  for  the  year  1917  collected  April 
22,  1920.  *  | 

On  page  1  of  your  brief  it  is  stated:  “This  corpora¬ 
tion  was  chartered  on  August  3,  1898.”  The  actual  date  of 
incorporation  is  shown  to  have  been  July  16,  1898,  as  evi¬ 
denced  bv  your  returns  which  are  sworn  to,  affidavit  of  Mr. 
H.  F.  Faye,  and  your  book  records. 

On  page  2  it  is  stated:  “The  entire  area  under  cultiva¬ 
tion  was  held  under  a  lease  from  Commissioner  of  prown 
Lands,  subsequently  the  Government  of  the  Territory  of 
Hawaii  and  expired  June  1,  1921.  Under  the  terms  of  this 
lease  all  buildings  and  improvements  of  every  kind  rekerted 
to  the  territory  at  the  expiration  of  the  lease.”  The  forego¬ 
ing  statement  is  inaccurate  insofar  as  it  applies  to  the  lease 
held  by  your  corporation  up  to  November,  1918,  according 
to  the  following  record: 

2 — 5098a 
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The  original  lease  No.  164  was  issued  to  one  Knudsen;  it 
was  dated  June  1,  1890,  and  expired  May  31,  1920,  the  only 
consideration  being  an  annual  rental  of  $4,000.00. 

Subleases. 

(1st)  From  Knudsen  to  Faye  Company  (H.  P.  Faye, 
sole  partner) ;  expiration  date  May  31,  1920,  covering  ap¬ 
proximately  2,000  acres  of  cane  land,  consideration  being 
a  percentage  of  the  crops  raised. 

(2nd)  From  Knudsen  to  Meir  &  Kruse  partnership,  ex¬ 
piring  in  1907,  covering  approximately  2,000  acres  of  cane 
and,  consideration  being  the  same  as  under  sub-lease  No.  1. 

(3rd)  From  Knudsen  to  Kekaha  Sugar  Company  Part¬ 
nership,  expiring  in  1907  covering  a  mill  site  comprising 
40  acres,  the  consideration  being  a  percentage  of  sugar 
milled. 

(4th)  On  June  16,  1898  the  aforementioned  sub-leases, 
Nos.  1,  2  and  3,  were  assigned  to  the  corporation  (taxpayer) 
by  the  three  partnerships.  The  corporation  surrendered 
these  three  sub-leases  and  secured  a  new  sub-lease  from  the 
Knudsen  Estate  covering  the  same  land,  and  expiring  Oc¬ 
tober  1,  1918,  the  new  sub-lease  bearing  date  July  27,  1898. 
The  consideration  for  this  sub-lease  was  an  annual  rental 
amounting  to  approximately  9%  of  all  sugar  produced.  In 
1907  an  extension  of  the  time  of  this  sub-lease  to 
26  April  30,  1920,  was  granted  without  change  in  con¬ 
sideration. 

(5th)  In  November,  1918,  the  taxpayer  purchased  the 
lease  held  by  the  Knudsen  Estate  and  paid  in  cash  the 
sum  of  $240,000.00  thereby  cancelling  its  rental  obligation 
under  the  sub-lease  from  the  Knudsen  Estate  and  assuming 
the  rental  payment  of  $4,000.00  annually  to  the  Govern¬ 
ment  for  the  unexpired  period  November,  1918  to  May  31, 
1920.  At  about  the  'same  time  the  taxpayer  obtained  from 

the  Government  ail  extension  of  one  vear  of  the  life  of 

•/ 

the  lease  just  acquired  from  the  Knudsen  Estate  extending 
the  period  of  expiration  to  May  31, 1921.  On  page  2  of  your 
brief  the  following  statement  appears : 

“*  *  *  Each  partnership  accepted,  in  exchange  for 

its  property,  their  portion  of  the  total  shares  of  the  capital 
stock  of  the  corporation  then  issued,  namely,  6,000  shares 
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with  a  par  value  of  $100.00  per  share.  This  being  aj  closed 
corporation  the  relative  value  of  the  property  of  ^ach  of 
the  partnerships,  as  compared  with  the  others,  wap  taken 
into  account  instead  of  its  actual  cash  value  *  * 


On  page  3  the  following  statement  appears: 

“*  *  We  are  herein  claiming  as  a  paid-jn  sur 

plus  *  *  *  the  sum  of  $1,300,000.00  and  have 

nated  this  as  the  value  of  the  leasehold.” 


desig- 


.  ! 


No  evidence  whatever  is  before  the  Bureau  showing  that 
t be  tangible  assets  transferred  to  the  corporation  c|n  July 
16,  1898,  had  a  cash  value  in  excess  of  $600,000.00,  the  par 
value  of  the  stock  issued  therefor. 

In  reference  to  the  value  of  the  leaseholds,  which  were 
transferred  on  July  16,  1898,  to  the  corporation,  foil  which 
the  paid-in  surplus  of  $1,300,000.00  is  claimed,  analysis  of 
the  leaseholds,  as  shown  above,  discloses  the  following 
ratios : 

Faye  &  Company  (H.  P.  Faye,  sole  owner) . 70.76% 

Meier  &  Kruse  . 128.94 

Kekaha  Sugar  Company  (Partnership)  . 30 


Total  . [  100% 

whereas  the  stock  issued  to  the  respective  partnerships 
(based  upon  actual  or  cash  value  of  tangible  assets)  shows 
the  following  percentages: 

27  H.  P.  Faye . 2s|-l/3% 

Meier  &  Kruse  .  2Cj% 

Kekaha  Sugar  Co.  (Partnership)  .  56-2/2% 


Total 


100% 


Had  the  stock  been  issued  on  “relative  value”  badis  and 
the  leaseholds  possessed  any  capital  value  whatever  the 
stock  would  have  been  distributed  upon  the  followin) 
cent  age  basis: 


o*  per- 


Faye  &  Company  (H.  P.  Faye)  .  4j7.05% 

Kekaha  Sugar  Company  (Partners)  .  28.48% 

Meier  &  Kruse .  24.47% 
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which  would  have  resulted  in  the  following*  distribution  of 
the  stock: 

Stuck 

Partnerships.  Equity.  issued.  Lossorguin. 

H.  P.  Faye  . >2823  1400  Loss-1423  shares 

Meier  &  Kruse  ....  1468-1/5  1200  Loss-268-1/5  shares 
Kekaha  Sugar  To.  1708-4/5  3400  Gain-1691-1/5  shares 


The  foregoing  tabulations,  based  upon  what  was  actually 
done  at  the  time  of  incorporation,  and  combined  with  your 
contention,  shows  conclusively  that  your  claim  for  paid-in 
surplus  does  not  come  within  the  scope  of  the  law  regula¬ 
tions  and  decisions  governing  the  allowance  of  paid-in  sur¬ 
plus. 

On  Page  2  of  your  brief  the  following  statement  appears: 


“Immediately  after  the  incorporation  of  this  company  H. 
Hackfeld  &  Company,  one  of  the  largest  investment  and 
financial  institutions  in  the  Islands  at  the  time,  entered 
into  negotiations  with  Mi-.  IT.  P.  Faye,  one  of  the  former 
partners  of  Faye  &  Company  and  now  a  holder  of  1200 
shares  of  the  stock  of  the  Kekaha  Sugar  Company,  Lim¬ 
ited,  for  the  purpose  of  acquiring  his  stock  in  this  company, 
and  made  a  bona  fide  offer  to  purchase  this  stock  at  $300.00 
per  share,  which  offer  was  rejected  by  Mr.  Faye  as  un¬ 
satisfactory.’  ’ 


In  substantiation  of  the  foregoing  an  affidavit  was  made 
by  Mr.  H.  P.  Faye  and  submitted  in  support  of  your  claim 
which  states  that  the  consolidation  of  the  several  partner¬ 
ships  was  consumniated  on  July  16,  1898;  that  he  became 
the  owner  of  1200  shares  of  the  capital  stock  out  of  a  total 
of  6,000  shares  of  capital  stock  issued  by  the  corporation 
having  a  par  value  of  $100.00  per  share;  that  during  the 
month  of  January  1899  H.  Hackfeld  &  Company  offered  to 
purchase  the  shares  of  stock  owned  and  held  by  him  at  the 
rate  of  $300.00  per  share. 

28  In  connection  with  the  foregoing  the  evidence  be¬ 
fore  the  Bureau  shows  that  on  December  31,  1908, 
Mr.  H.  P.  Fave  sold  150  shares  of  the  stock  held  by  him  in 
the  Kekaha  Sugar  Company,  Limited,  to  H.  Hackfeld  & 
Company  at  the  rate  of  $150.75  per  share.  This  sale  was 
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made  after  the  taxpayer  had  been  operating  successfully 
for  ten  yeas  during  which  period  no  stock  dividends  had 
been  issued  and  a  considerable  surplus  had  been  accumu¬ 
lated  (viewed  in  the  light  of  subsequent  adjustments  as  to 
capital  expenditures),  all  of  which  were  well  knowp  to  Mr. 
H.  P.  Faye  who  was  manager  of  the  corporation,  j  Viewed 
in  the  light  of  facts  that  actually  happened  the  cojnclusion 
is  inexcapable  that  conditions  attached  to  the  offer  made 
in  January  1899  which  were  not  acceptable  to  the  affiant. 
Furthermore  other  conditions  existed  as  will  be  shown 
hereinafter  which  precludes  this  offer  as  being  accepted  as 
a  basis  for  the  allowance  of  a  paid-in  surplus. 

Continuing  on  Pages  2  and  3  of  vour  brief  it  is  stated: 

“Similar  negotiations  have  been  entered  intc)  bv  H. 
I  lack  fold  &  Company  and  some  of  the  other  stockholders, 
and  Mr.  Meier,  former  member  of  the  partnership  pf  Meier 

Kruse,  did  sell  his  stock  to  Hackfeld  &  Company,  300 
shares  for  which  he  received  $95,000.00,  and  this  stock  was 
held  by  Hackfeld  &  Company  as  an  investment  until  that 
corporation  was  dissolved  in  1918  by  the  order  of  t^ie  Alien 
Propertv  Cust  odian.  ’  ’ 


Continuing  on  Page  3  of  vour  brief  it  is  stated: 

“AVe  now  contend  that  the  above  referred  to  sales  and 
offer  to  buy  a  substantial  portion  of  the  capital  stock  of  this 
company  by  disinterested  parties  immediately  aftejr  its  or¬ 
ganization  establishes  a  bona  fide  cash  value  of  tlje  prop¬ 
erty  at  the  time  of  its  conveyance  to  the  corporation  of  $1,- 
900,000.00,  and  we  are  herein  claiming  a  paid-in  surplus  un¬ 
der  the  provisions  of  Article  63,  Regulations  41,  thef  sum  of 
$1 ,300,000.00.  ’ ’ 


Evidence  before  the  Bureau  shows  that  the  sale  t^  Hack¬ 
feld  &  Company  of  the  stock  was  made  April  18,  18t)9,  nine 
months  after  the  organization  and  incorporation!  of  the 
company,  instead  of  “immediately  after  incorporation”. 

It  is  further  shown  that  between  July  16,  1898,  and  April 
18,  1899,  no  less  than  ten  separate  and  distinct  scales  of 
stock  took  place  involving  1700  shares  or  28-1/3%  of  the 
total  number  of  shares  issued  and  outstanding  "between 
eleven  individuals  and  one  corporation. 
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The  record  shows  that  on  August  4,  1898,  Mr.  D.  F. 
Hackfeld  acquired  800  shares  of  the  stock,  and  that  on  Aug¬ 
ust  31,  1898,  H.  Hackfeld  &  Company  purchased  these  800 
shares  from  Mr.  JD.  F.  Hackfeld  for  $100,000.00  or  at  1  lie  rate 
of  $125.00  per  share.  Mr.  D.  F.  Hackfeld  only  had  a 
29  33.325%  interest  in  H.  Hackfeld  &  Company.  It  is 

inconceivable  that  so  shrewd  a  man  in  financial  mat¬ 
ters  as  Mr.  D.  F.  Hackfeld  should  have  sold  800  shares 
of  stock  for  a  consideration  of  $125.00  a  share  when  the  cash 
value  thereof  exceeded  $325.00  a  share  entailing  a  direct 
personal  loss  to  him  amounting  to  $106,680.00. 

It  is  shown  that  in  six  out  of  the  above  stated  ten  trans¬ 
actions  the  consideration  paid  was  par  or  $100.00  per  share, 
all  of  these  transactions  occurring  during  1898. 

In  reference  to  that  part  of  the  above-quoted  statement 
that  the  sales  of  300  shares  on  April  18, 1899,  were  made  by 
“disinterested”  parties,  the  evidence  before  the  Bureau 
is  in  conflict  therewith. 

Prior  to  April  18,  1899,  H.  Hackfeld  &  Company,  through 
direct  ownership  and  that  of  its  individual  stockholders, 
directly  controlled  18.7%  of  the  outstanding  stock  of  the 
Kekalia  Sugar  Company,  Limited,  and  if  the  stockholdings 
of  the  relatives  of  H.  Hackfeld  &  Company’s  stockholders 
be  taken  into  consideration  it  is  shown  that  the  control 
(direct  and  indirect)  amounted  to  50%  of  the  taxpayer’s 
capital  stock.  It  is  further  shown  that  at  the  time  of  in¬ 
corporation  H.  Hackfeld  &  Company  acted  as  agent  or 
factor  for  the  corporation.  In  view  of  the  limited  direct  con¬ 
trol  over  the  Kekalia  Sugar  Company,  Limited,  held  by  H. 
Hackfeld  &  Company  in  January  1899,  and  considering  the 
profitable  nature  of  such  agencies,  it  is  only  natural  and 
reasonable  that  Hackfeld  &  Company  would  be  willing  to 
pay  a  considerable  premium  for  the  stock  in  order  to  obtain 
sufficient  control  to  assure  itself  of  the  agencv  during 
future  vears. 

The  sale  of  the  capital  stock  to  H.  Hackfeld  &  Company 
cannot,  therefore,  under  these  circumstances,  be  considered 
as  a  measure  of  value  of  the  assets  paid  in  to  the  cor¬ 
poration  by  the  several  partnerships. 

In  view  of  the  above  stated  facts  the  claim  for  allow¬ 
ance  of  any  amount  whatever  as  paid-in  surplus  must  be 
denied. 


ROBERT  H.  LUCAS,  COMMISSIONER,  ETC. 


23 


ja  period 


Supplemental  Brief  Dated  January  9,  1923 

In  substantiation  of  your  original  brief  claiming  paid-in 
surplus  a  supplemental  brief  was  submitted  covering  points 
which  it  had  been  impossible  to  incorporate  in  the  original 
brief.  After  reciting  the  legal  obstacles  to  a  renewal  of 
the  lease  at  the  time  of  its  expiration  and  subsequent  legis¬ 
lation  the  following  statement  is  made: 

30  “Under  the  terms  of  the  old  lease,  which  I  be¬ 
lieve,  was  executed  about  18S0,  the  governjment  re¬ 
ceived  an  annual  rental  of  $4,000.00  per  annum. 

“Under  the  terms  of  the  new  lease,  covering 
of  15  years  the  plantation  agreed  to  pay  a  minimum  an¬ 
nual  rental  of  $110,000.00  provided  that  the  rental  should 
at  no  time  be  less  than  7VL»%  of  the  gross  proceeds  from 
all  sugar  and  other  products  produced  on  the  leaded  land, 
and  provided  further,  that  if  at  any  time  sugajr  should 
bring  a  price  in  excess  of  $120.00  per  short  ton,  the  Gov¬ 
ernment  was  to  receive  20%  of  such  excess.  The  new  lease 
also  carried  another  provision  under  which  the  lessee  was 
required  to  purchase  from  the  Government  the  {Mill  and 
Camp  properties  *  *  *  the  price  paid  by  the  plantation 

for  tli is  property  was  $150,000.00. 

“The  foregoing  facts  and  figures  are  submitted  to  show 
the  tremendous  increase  in  the  value  of  land  in  the  terri- 
torv  during  the  existence  of  the  original  lease.” 

The  evidence  before  the  Bureau  shows  that  tljie  leases 
acquired  by  the  corporation  at  the  time  of  its  incorpora¬ 
tion  provided  for  a  rental  of  approximately  9%  of  t(he  prod¬ 
uct  raised.  It  is  further  shown  that  all  capital  Improve¬ 
ments  made  during  the  tenancy  under  the  previous  leases 
held  by  the  corporation  reverted  to  the  lessors.  That  at 
the  time  of  incorporation  only  about  one  half  of  the  area 
covered  by  the  several  leases  was  useable  for  the  production 
of  sugar  cane.  Notwithstanding  of  the  reversion  to  the 
lessor  of  all  improvements  the  corporation  expended  over 
$250,000.00  in  the  construction  of  the  “Y\7aime^  Ditch” 
alone,  as  well  as  other  large  amounts  for  improvements. 
It  is  shown  that  in  1907  the  acreage  under  cultivation 
amounted  to  1391  acres  and  to  2552  acres  in  1917. ! 
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The  corporation  paid  as  rental  under  its  lease  the  fol¬ 
lowing  amounts : 

1915  . $76,211.31 

1916  . 100,154.70 

1917  . 111,807.16 

1918  . 114,159.68 

and  for  the  18  months  ending  May  31,  1920,  the  sum  of 
$246,000.00. 

The  evidence  further  shows  that  for  the  above-mentioned 
sum  of  $150,000.00  it  obtained  title  to  40  acres  of  land  on 
which  the  Mill  and  principal  improvements  were  located 
as  well  as  title  to  all  the  other  improvements.  Notwith¬ 
standing  of  this  very  liberal  disposition  of  these  valuable 
assets  to  it  by  the  Government,  the  annual  rental  was  predi¬ 
cated  upon  7M>%  of  the  value  of  the  crops  produced  as 
against  9  %  !  of  the  value  of  crops  produced  under 
31  its  original  lease,  representing  a  reduction  of  15% 
in  its  annual  rental.  The  reduction  in  rental  how¬ 
ever  is  far  greater  than  indicated  by  the  percentage,  for 
when  the  new  lease  was  obtained  the  acreage  which  had 
been  brought  under  cultivation  and  made  suitable  for  the 
production  of  sugar  cane  was  considerably  more  than 
double  the  acreage  under  cultivation  in  1898. 

When  considering  that  title  to  the  40  acres,  on  which 
the  mill  and  principal  improvements  are  located,  is  now 
vested  in  the  corporation,  the  increased  acreage  made  suit- 
aide  for  the  production  of  sugar  cane  and  the  reduction  in 
rental  under  the  new  lease,  it  is  apparent  that  the  terms 
of  the  new  leases  are  far  more  liberal  to  the  corporation 
than  the  terms  of  the  leases  obtained  in  1898. 

It  is  further  stated  in  your  supplemental  brief: 

“Under  such  adverse  conditions  it  can  readilv  be  seen 
that  the  rental  agreed  to  under  a  lease  covering  a  period 
of  15  years,  or  about  eight  crops,  could  not  have  been  as 
high  as  it  would  have  been  had  conditions  been  normal.” 

The  evidence  before  the  Bureau  shows  that  the  15  year 
period  of  the  new  lease  began  as  of  October  1,  1923,  that 
the  planting,  cultivating  and  harvesting  of  sugar  cane  con¬ 
tinued  uninterruptedly  notwithstanding  the  termination  of 
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the  lease  on  May  31,  1921.  Therefore,  taxpayer 
sured  fifteen  full  crops  and  retention  of  improveme 
Without  further  continuing  the  rebuttal  attentio 


tvas  as- 
nts. 

n  is  di¬ 


rected  to  paragraph  two  page  one  which  reads: 


“The  figures  and  data  submitted  herein  are  quoted  from 
memory,  and  while  they  are,  to  the  best  of  my  knowledge 
and  belief  correct,  errors  and  omissions  mav  exist.  ’ 


Schedule  1. 

Year  Ended  Dec.  31,  1920. 
NET  INCOME. 

Xet  income  as  disclosed  bv  amended  return 

•/ 

As  corrected . 

Net  additions . 

Additions : 


$2,367,076.54 


(a)  Loss  on  sale  of  Sugar  Factor’s  stock . 

(b)  Amortization  of  so-called  paid  in  surplus  .  . 

( c )  Depreciation  adjustment . 

32  (d)  Rental  charges  adjusted . 

( e )  Donations  adjusted . 

Total  additions  . 

Schedule  2. 


$187,584.12 

56,934.31 

72,554.38 

72,053.22 

1,696.31 
7 _ 

$39^,822.34 


Explanation  of  Ttems  Changed. 

(a)  Loss  on  sale  of  Sugar  Factors  stock,  $187,584.12. 
The  stock  acquired  prior  to  March  1,  1913,  and  sold  on  De¬ 
cember  31,  1930,  for  less  than  cost,  the  deductible  loss  is 
the  difference  between  the  cost  thereof  and  the  Amount 
for  which  it  was  sold.  The  above-stated  amount  claimed 
as  a  statutory  loss  in  excess  of  the  actual  loss  sustained, 
based  upon  what  is  claimed  to  be  the  March  1,  1913,  market 
value,  has  been  disallowed. 

( b )  Amortization  of  so-called  paid  in  surplus,  $56,934.31. 
The  amortization  of  paid  in  surplus  based  upon  a  claimed 
leasehold  value  and  deducted  from  gross  income  on  your 
return  in  the  above-stated  amount,  has  been  disallowed. 
There  is  no  evidence  before  the  Bureau  which  woultl  justi- 
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fy  the  allowance  of  a  paid  in  surplus  within  the  provisions 
of  law  and  regulations  applicable  thereto. 

(c)  Depreciation  adjustment,  $72,554.38.  Under  Sched¬ 
ule  L  of  your  return  the  above-stated  amount  is  shown 
as  non-taxable  income,  which  indicates  that  depreciation 
in  excess  of  the  amount  charged  off  and  sustained  has  been 
claimed  as  a  deduction.  The  entry  under  15  ( b ),  Schedule 
L,  would  indicate  that  the  amount  represented  insufficient 
depreciation  of  prior  years.  Inasmuch  as  depreciation 
charges  do  not  constitute  non-taxable  income  and  depre¬ 
ciation  applicable  to  prior  years  are  not  deductible  from 
current  years  income,  the  amount  is  added  to  taxable  in¬ 
come  as  reported. 

(ri)  Rental  charges  adjusted,  $72,053.22.  The  evidence 
before  the  Bureau  shows  that  of  the  rental  paid  in  1918, 
$38,053.22  had  been  deferred  as  a  charge  against  your  1920 
crop.  The  rental  paid  in  1918  was  based  upon  a  crop 
harvested  and  sold  during  1918  and  no  part  thereof  can  be 
considered  as  a  proper  charge  against  a  future  crop. 

The  record  further  shows  that  $130,000.00  of  the  $240,- 
000.00  paid  by  you  for  the  original  lease  purchased  dur¬ 
ing  November,  1918,  was  charged  to  the  profit  and  loss 
account  for  the  year  1920.  The  unexpired  term  of  the  lease 
when  acquired  was  18  months  and  immediately  upon  the 
acquisition  of  the  lease  by  you,  its  term  was  extended  for 
one  year,  making  a  period  of  thirty  months  over  which  the 
purchase  cost  of  $240,000.00  should  be  allocated.  The  por¬ 
tion  of  $240,000.00  applicable  to  the  year  1920  is  $96,000.00. 
Inasmuch  as  $130;000.00  has  been  deducted,  the  difference, 
or  $34,000.00  is  restored  to  income  for  1920: 


(Here  follows  schedule,  marked  pages  33-48,  inc.) 


49  In  re  Kekaha  Sugar  Co.,  Ltd.,  Honolulu,  Hawaii. 

Agreement  Consenting  to  Assessment  of  a  Deficiency . 

The  undersigned  taxpayer  hereby  waives  the  right  of  ap¬ 
peal  under  Section  274  (a)  of  the  Revenue  Act  of  1924  with 
respect  to  the  items  listed  below  *  and  consents  to  the  im- 

*  Where  the  taxpayer  consents  to  the  assessment  of  the  entire  amount 
of  the  deficiency  shown  by  the  letter  from  the  Commissioner  or  as  indi¬ 
cated  in  the  report  of  the  Revenue  Agent  in  Charge,  the  items  need  not  be 
listed :  reference  may  be  made  to  the  letter  or  report. 
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1918  rent'd.  erroneously  deferred  to  1930  $  38,053.23 

Xreess  portion  of  leasehold  purchase 

coat  ch-AXgod  to  13SU  34.0qq.qq 

I 

Zzeeer>  rental  charged  to  1920  incases  73,053.-73 

(©;  Donation  adjustment ,  $1,696.31.  The  following 
amounts  of  donations  appear  to  hare  been  charged  against  the 
1930  cropt- 


Paid  la  1918,  deferred  to  1920 
Paid  in  1919,  deferred  to  1930 
Paid  in  1320,  charged  to  1930 


3,130.96 

1,140.00 

a20.«4 


Total  amount  of  donations  charged  against 
the  1930  crop 

4oK>unt  ehoen  on  jour  neenderi  return 
Difference  added  to  taxable  Insane 


5,341.90 

?.«LS» 

1,696.31 


somesum;  s. 

3CJBPLU3  A&U.T3I3. 


durplue,  amended  return  Dec.  31,  1919, 
( ineluding  tax  reserve) 

Surplus,  leaded  return  Dee.  31,  1930 
(Including  tax  reserve) 


1,358,501.40 

aa«Hai?v« 


surplus  increased 
Add: 

Dividends  paid  daring  1920 
Jons,  ti  oas 

federal  income  sod  profits 

taxes  paid 

Amortisation  of  paid* in  surplus 
claimed 

neatal  paid  in  1918,  deferred  to 
192C 

Ixcciitive  charge  to  1920  of  $240,000. 
leasehold  purchase  cost  in  Bcweaber, 
ISIS, 

Insufficient  depreciation  in  prior  years 
charged  against  1930  taxable  insane 


Total 


1,561,690.49 

735,000.00 

5.341.90 

331,671.59 

56,334*40. 

36,053.33 

34  ,000.00 
72.  £>64.  36 
2,835,145. 79 


425*00 
9,887.50 

in  surplus  not  iaoludcd 

in  surplus  uccovaaX  fi6f934,41  67  r 246. 91 

taxable  incase  adjusted.  $2,757,898.68 


llvtrtfinrte  received 

Sxespt  interest  Incosae 
Axsoust  clained  as  paid* 


IHYWPSD  OJLPITftL. 

TUr  ended  Dec.  31,  1820. 

ttVMUd  capital  disclosed  by 

nm ndert  return  2,714,782. 

4c  corrected  2,591,431. 

Set  redactions  as  explained  bale*  123,330. 


additional 

a.  Exossalv*  ehaxge  off 

leasehold  cost,  restored  $  6,000.00 
fe»  Adjustment  of  inadmissible 

OmbmtUn  3.347.27 

Total  mddltlao*  9,347.87 


Redactions: 

fc»  Paid-in  surplus 

e.  Current  expenses  in  ds- 


e»  adjustment  of  1819  tax 

preset ion 


let  redactions  as  shore 


80,688.90 
43,849.18 
8,601.74 
■  «0*«« 


133,330.99 


<*> 

000.00. 


Esdm.1v.  ebarg*  oft  (ItsMteld  cort )  restored. 
The  exoesslTe  amount  ohsrxed  off  on  account  of 
ee  in  Bcesaber,  1916,  ie  restored  in  invested 


J8P8 


Purchase  cost  $240,000.00 

Unexpired  life  of  lease  at  time  of 

acquisition  and  after  extension  50  months 

Amount  to  be  charged  off  prior 
January  1,  1920 

Amount  actually  charged  off 

Difference  restored  to  invested  capital 

(b)  Paid-in  surplus  disallowed 

The  reason  for  disallowing  additions  to  invested  capital 
on  account  of  paid-in  surplus  is  fully  set  forth  in  the  accom¬ 
panying  statement. 

(c)  Adjustment  of  deferred  charges  (Crop  account),  $42,849.18 
When  accounts  are  kept  on  a  crop  basis,  items  of  expense  which 
are  deferred  or  charged  against  future  crops  must,'  by  their 
nature,  be  directly  applicable  to  such  crops  as  having  been 
incurred  in  the  planting  and  cultivating  of  such  future  crops. 
iSuch  items  as  donations  and  amounts  paid  as  rental  on  account 

of  crops  harvested  in  past  years,  may  not  be  included  in  in¬ 
vested  capital  by  deferring  part  of  such  payments  in  the  year 
when  made  against  future  crops. 

The  following  amounts  are  not  proper  deferred  charges: 

Portion  of  rental  paid  on  account  of 
crop  harvested  and  sold  in  1918  and 
deferred 

Portion  of  donations  made  in  1918  and 
1919  deferred 

Total  amount  incorrectly  deferred 

(d)  Expense  charges  improperly  restored,  $3,601.74.  The 
evidence  before  the  Bureau  shows  that  the  item  of  "Storm 
Drains"  is  a  regular  and  recurrent  item,  while  the  amounts 
expended  in  different  years  may  vary,  your  own  evidence  submit¬ 
ted  in  connection  with  the  claim  for  restoration  shows  the 
regular  and  recurrent  riature  of  this  charge.  In  accordance 
with  the  provisions  of  Article  841  (2),  Regulations  45,  such 
charges  may  not  be  restored  for  the  purpose  of  being  included 
in  invested  capital.  The  net  amount  of  the  item  "Storm  Drains 
is  therefore  eliminated. 


38,055.22 

4,795.96 

42,849.13 


(e  )  Adjustment  of  1919  tax  proration,  $470,44, 

1919  tax  as  adjusted,  $174,910,53  x 

.4214  equals  deduction  $  73,707,30 

Deducted  on  return  73,236,86 

Difference,  additional  deduction  470.44 

(f)  Adjustment  cf  inadmissible  deduction,  $3,247.27,  Compu 
tat ion  of  inadmissible  deduction:  - 


Average  total  assets  adjusted 

Average  total  inadmissible  assets 
adjusted 

Percentage  of  inadmissible  to  total 
assets 

Invested  capital  before  inadmissible 
deduction 

Deduction  ($2,683,877,96  x  .034451) 
equals 

Deducted  on  return 


4,031,536.01 

138,866.79 

3.4445l£ 

2,683,877.96 

92,446.45 

95,693.72 


Difference  restored  to  invested  capital 


3,247,27 


SCHEDULE  6. 


Proof  of  Invested 

Capital  stock 

Surplus  (See  Schedule  7) 

Total 

Reductions : 

Dividend  paid  prorated  $ 
1919  tax  prorated, 
$174,910.53  x  .4214 
Inadmissible  deduction 
Total  (deduct  from  above ) 


Year  ended  Dec.  31,  1920 
* 

Capital. 

1,500,000.00 

1.314.880.34 

2. 814. 880. 34 

57,295.08 

73,707.30 

92,446.45 

223,448.83 


As  shown  on  Schedule  No.  4 


2,591,431.51 


SCHEDULE  7. 

Surplus  Adjustment. 

Surplus,  amended  return, 

December  31,  1919 
Add: 

Excessive  charge  off, 
leasehold  purchase 
Overpayment  of  1913,  1914,  1915, 
1916  and  1918  taxes 


Total 
Deduct : 

Deferred  rent  (1918  crop)  $38,053.22 
Deferred  donations 

(1918  and  1919)  4,795.96 

Expense s^ incorrectly  res¬ 
tored  (Storm  Drains)  8,601.74 

Additional  tax  (1917)  19,021.37 

Surplus  adjusted,  December 
31,  1919 


SCHEDULE  8.  Year  ended  Dec.  31,  1920, 


Computation  of  Excess  Profits  Credit 

Consolidated  net  .income, 

taxable  year  (Schedule  1) 

Consolidated  invested  capital, 
taxable  year  (Schedule  4) 

Excess  Profits  Credit. 

Q%  of  invested  capital  for  taxable 
year 

Exempt  ion 


2,757,898.88 

2,591,431.51 

207,31^.52 


210,314.52 


Excess  Profits  credit 


SCHEDULE  9 


sr 


Computation  of  Total  Tax. 


Excess  Profits  Tax 


Income 


Tax. 


Net  income  for  taxable  year  52,757,898.88 
Less  excess  profits  credit  210.514.52 


Balance 


2,547,584.56 


Taxable  at  20^ 
Taxable  at  40# 


307,971,78 
2,239,612.58 
£,547,584 .36 


$  61,594.36 
895,845.03 

sSrftesTss 


Income  Tax. 


Net  income  for  taxable  year 
Less : 

Interest  on  obligations  of 
United  States  not  exempt 

$7,773.80 

Excess  profits  tax 

957,439.39 
Exemption  2,000.00 

Taxable  at  10% 

Total  excess  profits 
and  income  taxes 
Previously  assessed: 

Original  tax.  Account 
No .41542 

Additional  tax,  July  1925, 
Page  9,  Line  2 

Additional  tax  to  be  assessed 


2,757,898.88 


967,213.19 

1,790.685.69  179,068.57 

$1,136,507.96 

1,000,757.64 

36,973,40  1,037.731.04 

98,776.92 


SCHEDULE  10. 

Year  ended  Dec.  31,  1921 
Net  Income . 


Net  Income  as  disclosed 


by  amended  return 

323.463.74 

As  corrected 

312,830.69 

Net  deductions 

Additions : 

(a)  Amortization  of  so-called 

10,633.05 

paid-in  surplus 

$  23,722.59 

(b)  Depreciation  adjustment 

3,054.84 

(c)  Adjustment  of  donations 

(d)  Adjustment  of  exempt 

1,407.33 

Liberty  Bond  interest 

1.182.19 

Total  additions 
Deduct ions* 

( a)  Apportionment  o t  leasehold  const 
Set  deductions  as  shore 


3CSSDUI.S  11. 

Explanation  of  Itcraa  Changed. 


$  29,386.95 
40.000.00 
10tS33.C5 


a  sad  0t»  The  explanations  givon  under  Ccbo-Me  2 
(b)  and  (c)  apply  hereto  except  as  to  the  aaounte  of  the 
Involved* 


,1  ite^s 

iitssae 


o.  Donations  adjusted,  $Lf4C7.33.  The  «7i^<mce  before 
the  Bureim  shows  that  do nations  which  rre  not  allowable  deductions 
nave  been  charged  egnlnst  the  1931  crop  ns  fol?  ot3:- 


Donations  node  in  1319  and  deferred 
to  1921 

Donations  neda  in  1920  and  deferred 
to  1921 

Donation  a  aade  in  1321  ana  charged  to 
Profit  and  Loss 

Total  donations  which  ore  unallowable 
deductions 

Amount  eddod  to  taxable  income  on  amended 
return 

Difference ,  added  to  taxable  income 
retried 


i 


4 

V- 

_  3 

73.00 

05.  43 

36.57 

S,5 

1.1 

4S.00 

33.  G7 

1.4 

07#  33 

d  adjusts  avfc  of  except  Liberty  Dond  interest,  $1,132.19. 


Total  artouatf  of  interest  earned 

from  January  1,  1321,  to  July  31,  1921, 
(date  of  sale  of  bonds  raid  Victory 
notes) 

Intercot  on  ecsount  of  bonds  and  Victory 
notes  exempt 


M 


90.40 


.  ZI~J,  45 


7^93 


Bdanoe  taxable 


Anoont  of  ereopt  Interest  reported  $7,992, 61 

Aaount  of  ererssfc  interest  ns  shorn  above  6,810,4? 

Difference,  added  to  taxable  inooae  1,132.19 

e*  leasehold  coat  apportioned  (adiust’sent) ,  $40,000.00* 
The  lease  purchased  in  nrreaber  1919  for  $240,000.00  expired 
Way  31.  1901. 

On  December  x,  1918,  the  life  of  the  lease  vas  30  months, 
therefore,  the  amount  chargeable  In  1221  equals  6/30  of  $340,000. 
ci  ; 40 ,000.  XnsasMch  as  nothing;  had  been  charged  against  the 
1921  crop  on  account  of  this  purchase  the  entire  amount  is 
allowed  as  deduction  in  the  connotation  of  taxable  incase* 


3CH*0Ui3  12. 

Surplus  Analysis* 


Surplus,  amended  retujr. 

Deesnber  31,  1920,  I 
^urplue,  a 'tended  return 
December  31,  19?1,  ! 

Decrease 

Unallocable  deductions! 
Dividends  paid 
Income  and  profit  a  taxes 
paid 

Donations 

Amortisation  of  paid-in 
surplus  clained 
Depreciation,  treated  ae 
exospt  incorse 

Difference  I 

Deduct; 

leasehold  cost  adjastaetzt 
Txearpt  interest  iseone 

a*  b.) 

^rsspt  interest  incocc. 
State  3onds 

Amount  claimed  as  paid-in 
surplus  not  included  In 
surplus  aocoinrt 

Taxable  inocne  axijusted 


2,930,191.89 

1,545,317.37 

$  900  ,000.  Cf 

1,000,757*84 

2,546.00 

23,723.59 

_ jL&SLSA 

384,76$.  *3 

40,000.00 

6,610.43 

1,400.00 

«jBs»a  -ZLmsi 

313,630.69 


Thar  ended  Oec.  SI,  X92L. 


8CH£!30L5  13. 

Crested  Capital , 

Invested  capital  disclosed  by  amended  : 
As  corrected 

Set  redact  lone  aa  explained  bale* 


Additions 

(a)  Balance,  cost  ox  lease 


(s)  Mjustaant  of  lnadal saible 
<!e  auction 

Total  additions 


$  4C,0CC.C0 

1 >037, 01 


(b)  Donations  included  is»  deferred 


charges  3 , 2X8. CS 

(o)  Txpenaaa  erroneously  restored  3, Sol. 74 

(d)  Adjustment  of  .^rior  Tcarfs 

taxes  1,11S. 3? 

(e)  Adjust  'ant  of  VJPO  tax  pro- 

rat  ion  73 ,733. 38 

(I)  7jiid-in  ilurplua  dal n 

eliminated  33.733.59 


1,110.37 
73,73 8.38 


ere 


Total  reductions 

Set  reductions  as  above 


», 553,428. 35 
3,4SS,C|S3.X2 
75,570.73 


n, 027.  ox 


4.3s 


73,370.73 


acr^sscLB  14. 

I 

2x?l:«aati:*n  '  f  Items  Changed. 

a,  b  and  o.  These  adjustments  are  shown  on  schedule  16 
hereof  (Surplus  Atijuatsaents)  an;!  nre  exolftlned  under  ^Ol'Cdtole  5, 

Items  (a),  (o)  and  (a). 

d.  Adjustment  of  prior  yea r*o  texeo,  $1,110.37. 


Total  overpayment  of  taxes  aa  previously 
adjusted  for  the  yenro  1913  to  1918, 
Inclusive 

Crerr-aysent  of  1919  tax 

Total 

Ar.'iouat  claimed  on  return 
difference  eliiainsted 


£109,861.13 

il.4S3.93 

lbl,33b.05 

1S3.471.42 


78.730.98 


Adjustment  of  1930  tar  proration 


1920  tax  adjusted,  $1,136,507.96  x 
,4226  deduction 
Deducted  on  return 

Difference,  additional  deduction 
f,  Paid-in  surplus  claimed 


$480,288.26 

401.549.28 

78,738.98 

23,722.59 


As  hereinbefore  stated  the  evidence  submitted  does 
not  warrant  the  allowance  of  paid-in  surplus.  The  amount 
included  in  invested  capital  on  account  thereof  is, 
therefore,  eliminated. 

g.  Adjustment  of  inadmissible  deduction  1,027.01 


Percentage  of  inadmissibles  to  total  assets  7,2605# 
Invested  capital  before  inadmissible 

deduction  3,757,900.48 


Deduction  $3,757,900.48  x  .072605  equals  272,842.36 

Amount  deducted  on  return  273,869 .37 


Difference,  restored  to  invested  capital 


1,027.01 


SCHEDULE  15.  Year  ended  Dec.  31,  1921. 
Proof  of  Invested  Capital. 


Capital  stock  1,500,000.00 

Surplus  -  See  surplus  adjustment 

Schedule  3,100,727.14 

Total  4,600,727.14 


Reductions : 

1920  tax  prorated  $  480,288.26 

Dividends  paid  out  of 

surplus  362 , 538 . 4 0 

Inadmissible  deduction  272,842 .36 


Total  (deduct  from  above  ) 


1,115,669.02 


As  shown  on  Schedule  No.  13 


3,485,058.12 


4*3  %ar  ends*  Ore.  31,  1831. 

6*503.5  16. 

OOKPOTATKS!  0?  5XQSS3  P30F1S6  CREDIT, 


Oonsoilidated  net  inm  taxable  yes? 
(Sofce&als  10) 

Oonsodidsted  Invested  capital  taxable 
yep? 

$313,830.88 

3,485,058.12 

3JKBSBS  MTO  (MBIT. 

1 

8ft  of  Invested  capital  for  taxable  yea? 
Fbceaption 

278, S04.eS 

3. COO. CO 

Excess  profits  credit 

3G1, 304*83 

l  SCHEDULE  17,  Year  endued  Dee*  3Lt  ! 

07  TOTAL  TIT  <1921) 

Excess  Profits  Tex 

Incase 

t*X. 

~et  income  for  taxable  yes? 
Leas: 

Excess  profits  credit 

?  31 3,830,63 

sa..aq*.es 

3alcr.ce 

Taxable  at 

MljKSlW 

31,038.04 

86,203.21 

I»00m  T'X. 

.:et  lncor.^?  for  taxable  year 

Lesaj 

Interest  on  obligations  of 
United  It at ss  not  exenpt 

$2  ,<379*  98 

Fxoeao  profits  tax  6«,3Q5*21 

313 ,830.83 

.  .ejffida 

Taxable  at  10^ 

303,345.30 

30.394, SS 

Total,  excess  profits  aad 
incoae  taxes 

:'T«Ylou»ly  assorted,  Account  ffc. 

4C723 

38,529. 7& 
47.121.43 

Overoese^sT-ernt 


10  ,551*35 


msmi-  jfj 


XTz  C&:  2551-tf-80D. 


In  re:  KAKABA  80GAR  CO.  LTD.  , 

C/o  American  Factors,  Ltd., 
Honolulu,  HAWAII. 

Tears 

Deficiency  in  Tax 

Overajweseaent 

1919 

i 

$  41,493.93 

1920 

f  36,973.40 

Het  ovexasseesnent  -  §4, 520. 53. 

Based  upon  e  ruling  and*  toy  the  Connies loner,  upon 
consideration  cf  oil  tbe  ffcots  pertaining  to  the  ens*,  the 
action  of  the  Income  Tax  Unit  lias  been  sustained  In  disallow¬ 
ing  the  loss  claimed  by  yon  through,  the  *&ie  of  certain  stocks* 

“She  BepartPfeat  has  consistently  held  that  where  the 
fair  market  value  as  at  'Arch  1,  1913,  1b  greater  than  the 
cost  and  the  selling  price  is  les*.  then  the  coot ,  the  deduc¬ 
tible  loan  is  tbe  aaount  toy  which  the  cost  exceeds  the  selling 
price*  The  correctness  of  this  holding  is  nor  under  consider¬ 
ation  toy  the  Supreme  Court  of  the  united  rttates. 

1  9  19 


Set  incone,  reported,  amended  return 
Donations  shown  by  Revenue 

Agent  f  5,056.90 
Shown  by  arended  return  3.725.2S 
Tax  :»id  at  source 


$  669,790.66 

1,331.64 

356.90 


Met  income  as  adjusted 

Invented  Capital. 

Capital  titoofc  and  surplus 

overpayment  of  tax  in  prior  years 
Total  - 


$  671,448.50 


3,007,763.47 

5.525.33 

T.mSt^.so 


£&£X 


rt 


To  rt»  JP-2. 


TREASURY  DEPARTMENT 
Washington 


Office  of 

Commissioner  of  internal  Revenue. 
IT:  CA:  2551-9-600. 


April  16,  1925. 

RECEIVED 
April  30,  1925. 


Kaxaha  Sugar  Co.  Ltd.  , 

O/o  American  Factors,  Ltd., 

Honolulu,  HAWAII. 

Siraj- 

j 

The  determination  of  your  income  tax  liability 
for  the  years  1919  and  1920,  pursuant  tp  an  examination  of  your 
books  of  account  and  records,  as  set  forth  is  of  floe  letter 
dated  October  18,  1934.  disclosed  a  deficiency  In  tax  amount¬ 
ing  to  $36,973.40  far  the  year  1930,  and  an  overas secernent  of 
5  41,493.93  for  the  year  1919,  as  shorn  in  the  attached  state¬ 
ment. 

In  accordance  with  the  previsions  of  section  274 
of  the  Revenue  Act  of  1934,  yen  are  allowed  60  days  from  the 
date  of  sailing  of  this  letter  within  which  to  file  an  appeal 
to  the  United  states  Board  of  Tax  Appeals  oonteeting  in  whole  or 
In  part  the  correctness  of  this  determination. 

Where  &  taxpayer  has  been  given  an  opportunity  to 
appeal  to  the  United  states  Board  of  Tax  Appeals  and  has  not 
done  so  within  the  SO  days  prescribed  and  an  assessment  has  been 
^ado,  or  where  a  taxpayer  has  appealed  and  an  assessment  in  ac¬ 
cordance  with  the  final  decision  oa  such  appeal  has  been  made, 
no  claim  in  abatement  in  respect  of  any  part  of  the  deficiency 
will  be  entertained. 

If  you  aoqalesee  in  this  determination  and  do  not 
desire  to  file  an  appeal,  you  are  requested  to  sign  the  enclosed 
agreement  consenting  to  the  assessment  of  the  deficiency  and  for¬ 
ward  it  to  the  Commissioner  of  Internal  Revenue,  Washington,  B.C. 
for  the  attention  of  IT:  CA:  3551-9-BOD.  Tn  the  event  that ^you 
acquiesce  in  a  part  of  the  deterad nation,  the  agreement  should 
be  executed  with  respect  to  the  items  agreed  to. 

Respectfully, 

0.  H.  BLAIR, 

Commissioner. 

By  (3)  J.  0.  ARIGHT, 

Enclosures:  Deputy  Commissioner. 

statements 

Agreement  -  Form  A. 


Kalca.j.ia  Sugar  Co.  Ltd. 

Amount  brought  forward 
Less : 

Preceding  year’s  tax* 
$367,961.48  prorated 
additional  tax,  1917 
Dividend  adjustment 
Donations  carried  as  a 
deferred  expense 

Total  deductions 

Balance 

Inadmissible 3  04557467 

Invested  capital 
of  above 


ij-  c 

$3,013,288.80 


$155,501.53 

19,021.37 

82,520.54 

7.097.86 

264,141,30 

$2',  749, 147. 50 
125,291.49 

2,623,856.01 

209,908.48 

3,000.00 

$  212,908.48 


Exemption 

Excess  profits  credit 


Computation  of  Tax. 

%  of  Excess  profits 

Capital  • _ Income  .  Credit _ 3a lance _ Rate _ Tax 

20<  $  524,771.20  $212,908.48  $  311,862.72  2C#  $  62,372.54 

Balance  146,677.30  146,677.30  40  53,670.92 


Totals  $671,448.50  $212,908.48  $458,540.02  $121,043.46 
Profits  Tax  121,043.46 
Net  Income  $  671,448.50 


Less : 

Interest  on  U.’S.  Obliga¬ 
tions  not  exempt 
Profits  Tax 
Exemption 


$  6,472.32 

121,448.50 

2,000.00 


129,515.7b 


3a  la  nee 


541,952.72 


Tax  at  10# 


54,193.27 


Total  tax  assessable 
Tax  paid  at  source 


175,236.73 

326.20 


Net  tax  assessable 


$174,910.53 


gmbaha  Sugar  Oo.  ltd. 


ti ax  assessed 
tax  liability 


$  318,404.46 
174.910. SS 


peases, 


41,492.93 

Donations  should  not  be  oarrisd  as  deferred  ex- 


1  The  asouat  of  tax  paid  at  souros  on  tax-free  oo 
nant  bonds  constitutes  taxable  inccwe  under  the  Revenue  tot  of 
1918. 


The  increase  In  the  deduction  on  account  of  inad¬ 
missible  assets,  is  due  to  the  elialnation  ae  a  part  of  “Growing 
drops*  account  of  donations  made  in  previous  yearn. 


19  3  0 

Set  income  reported 
Donations} 

Shown  by  Revenue  Agent  f  5,341.90 
Shown  by  amended  return  3.545.59 

Statutory  loss  on  sals  of  stock 
disallowed 
Tax  paid  at  souros 

Met  income  as  adjusted 

Invested  Capital. 

Capital  stock  and  surplus 
Overpayment  of  tax  In  prior  years 


fbtol 

Preceding  year1*  tax, 
♦174,910.53  -  pro-rated 
Additional  tax,  1917 
Dividend  adjustment 
Donations  carried  as  a 
deferred  expense 


S  73,718.04 
19,031.37 
57,295.08 

4.795.96 


t  8,367,078 


1,696.31 


.54 


187,5841.13 

326.30 

§3,556,683.17 

2,339,157*30 

2Q.S5li.25 

2,860,00^*55 


Total  deductions 
Balance 

Inadmissible©  $.034526789 


1S4.S23.4S 


2,305,1 


invested  capital 


2,708,320. C4 


gatatha.  Sugar  Co.  Ltd. 


of  abor* 

Exemption 

Excess  profits  credit  -  1 

i»  of  Excess  Profits 

Capital  Income  Credit 


.  ft 

$  216,666.10 
5.000.00 

$  219,666.10 


Balance  Rate  Tax 


20^  $  541 ,865. 25  t  219,S66.1G  $  321,299,15  20%  t  64,399.83 

3alar.ce  2,015  ,017.  92  *  2,015,017.32  40#  306,007.17 


Totals  2,556,683.17 


219,666.10  2,537,017.07 


k">70 .407. 00 


tiet  Incone 


$  2,556,383.17 


Less: 

Interest  on  'J. 

not  exempt 
Profits  tax 
Exemption 


S.  obligations 

$  7,773.80 

S70 ,407.00 


680.180.30 


Balance 


1,676,502.37 


Tax  at  10# 


167.550.24 


Total  tax  assessable 
Tax  paid  at  3&urce 


1,036,057.24 

52S.20 


Kqt  tax  assessable 
Tax  assessed 


1,037,731.04 

l.C0C,?5?.S4 


Deficiency  in  tax 


36,973.40 


The  statutory  lose  on 
•has  not  been  substantiated  and  bos, 
recommended  by  the  Pe venue  Agent. 


sale  of  assets,  $137,584.12, 
therefore,  been  dls3lloT.ed  as 


Your  claim  for  the  refund  of  $42,450.30,  for  the 
year  1919  will,  therefore,  be  allowed  for  $41,493.*93  and  reject ed 
^fox  $936.37. 

Your  claim  for  the  renund  of  $50,570.04  will ,  there¬ 
fore,  be  rejected  in  full. 

The  overaeaes  scent  shown  herein  will  be  made  the 
subject  of  a  certificate  of  overassessment  which  will  reach  oou 
in  : j?  course  through  the  office  of  the  Collector  of  Internal 
Revenue  for  vour  district,  and  will  be  applied  by  that  official 
in  accordance  with  the.  provisions  of  Section  231  of  tv.  ftjvrc.us 
Act  of  1924. 
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mediate  assessment  of  the  deficiency  in  tax  resulting  there¬ 
from.  These  items  are  included  in  a  deficiency  in  tax  ag¬ 
gregating  $36,973.40  as  indicated  by  letter  from  the  Com¬ 
missioner  of  Internal  Revenue,  Washington,  D.  C.,  dated 

,  bearing  the  symbols  IT  :CA  :2551-9-60D,  or 


as  indicated  in  the  report  of  the  Revenue  Agent  in  (pharge 

at  - ,  dated - , - . 

(Attach  additional  sheets  if  necessary.) 

Corporate  seal  to  be  affixed;  if  no  seal,  so  state. 

(Name:) - 


(Address:) 
By - 


Date : 


Now,  November  8,  1929,  the  foregoing  petition  certified 
from  the  record  as  a  true  copy. 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBLE, 

Clerk  U.  S.  Board  of  Tax  Appeals. 


Note. — This  agreement  is  subject  to  the  approval 
Commissioner  and  is  not  an  agreement  as  provided 
Section  1006,  Revenue  Act  of  1924. 


of  the 
under 


50  Filed  Sep.  30,  1926,  United  States  Board  cff  Tax 

Appeals. 

United  States  Board  of  Tax  Appeals. 

Docket  No.,  15435. 

Kekaha  Sugar  Company,  Ltd.,  Honolulu,  T.  H.,  Petitioner 

v. 

Commissioner  of  Internal  Revenue,  Respondent. 

Answer. 


The  Commissioner  of  Internal  Revenue,  by  his  attorney, 
A.  W.  Gregg,  General  Counsel,  Bureau  of  Internal  Revenue, 
for  answer  to  the  petition  of  the  above-named  taxpayer,  ad¬ 
mits  and  denies  as  follows: 

(1)  Admits  the  allegations  contained  in  paragraph  1  of 
the  petition. 
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(2)  Admits  the  allegations  contained  in  paragraph  2  of 
the  petition. 

(3)  Admits  the  allegations  contained  in  paragraph  3  of 
the  petition. 

(4)  Denies  that  he  erred  in  any  of  the  respects  alleged 
in  paragraph  4  of  the  petition. 

1920 

(5)  (a)  Admits  that  in  April,  1925,  he  mailed  a  so-called 
sixtv-day  letter  to  the  petitioner  relating  to  the  years  1919 
and  1920;  but  denies  all  of  the  remaining  allegations  con¬ 
tained  in  subparagraph  (a)  of  paragraph  5. 

(b)  Admits  that  the  profits  taxes  for  1920  have  been 
computed  under  Sections  301  and  326  of  the  Revenue  Act  of 
1918;  but  denies  the  remaining  allegations  contained  in  sub- 
paragraph  {b)  of  paragraph  5. 

(c)  Admits  that  in  1898  there  were  assigned  to  the  peti¬ 
tioner  certain  leaseholds  of  cane  lands  on  one  of  the  Ha¬ 
waiian  Islands  in  consideration  of  the  issuance  of  $600,000 
par  value  of  capital  stock;  but  denies  all  of  the  remaining 

allegationsi  contained  in  subparagraph  (c)  of  para- 
51  graph  5. 

(</)  Admits  that  he  disallowed  depreciation 
claimed  by  the  taxpayer  to  the  extent  of  $72,554.38;  but 
denies  the  remaining  allegations  contained  in  subparagraph 

(d)  of  paragraph  5. 

(e)  Admits  that  during  the  years  involved  the  petitioner 
kept  its  books  and  made  its  return  on  the  crop  year  basis 
of  reporting  income;  that  the  amount  of  rentals  disallowed 
for  1920  consisted  of  rentals  paid  in  1918  and  deferred  by 
the  taxpayer  to  1920  and  in  the  sum  of  $38,053.22  and  a  re¬ 
duction  of  that  portion  of  the  cost  of  a  certain  leasehold 
allocable  to  1920  by  the  sum  of  $34,000;  and  that  the  said 
$34,000  represents  a  revision  of  the  petitioner’s  spread  of 
the  cost  of  a  certain  leasehold  purchased  in  1918  for  $240,- 
000  which  leasehold  had  a  term  from  Jan.  1, 1919  to  June  1, 
1921 ;  but  denies  all  of  the  remaining  allegations  contained 
in  subparagraph  ( e )  of  paragraph  5. 

(/)  Denies  the  allegations  contained  in  subparagraph  (/) 
of  paragraph  5. 
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( g )  Admits  that  he  added  to  invested  capital  $6,000  to 
represent  the  excessive  write-off  prior  to  1920  of  the  cost 
of  leaseholds;  but  denies  the  remaining  allegations  con¬ 
tained  in  subparagraph  (g)  of  paragraph  5. 

(//)  Denies  the  allegations  contained  in  subparagraph 
( li )  of  paragraph  5. 

(i)  Admits  that  the  1920  invested  capital  was  reduced 
by  $42,849.18  representing  rentals  and  donations  deferred 
by  the  petitioner  to  1920;  but  denies  the  remaining  allega¬ 
tions  contained  in  subparagraph  ( i )  of  paragraph  5. 

( j )  Denies  the  allegations  contained  in  subparagraph  ( j ) 
of  paragraph  5. 


52 


1921. 


that 

epre- 


( a )  Reiterates  the  admissions  and  denials  contained  in 
subparagraph  (a)  of  paragraph  5  above. 

(b)  Reiterates  the  admissions  and  denials  contained  in 
subparagraph  (b)  of  paragraph  5  above  and  denies 
any  error  was  committed  in  disallowing  in  part  the  d 
ciation  claimed  in  1921. 

(c)  Denies  the  allegations  contained  in  subparagraph 

(e). 

(d)  Denies  that  the  deduction  from  income  in  computing 
the  taxable  income  on  account  of  the  cost  of  leaseholds 
should  be  $36,206.90  instead  of  $40,000;  and  denies  the  re¬ 
maining  allegations  contained  in  subparagraph  (d).  \ 

( e )  Admits  that  he  had  added  to  invested  capital  for  1921 
$40,000  representing  the  unamortized  portion  of  the  cost 
of  leaseholds;  but  denies  that  the  correct  amount  is  any 
sum  less  than  the  aforesaid  $40,000. 

(/)  Denies  the  allegations  contained  in  subparagraph 

(/). 

( g )  Denies  the  allegations  contained  in  subparagraph 
(£)• 

(/*•)  Denies  the  allegations  contained  in  subparagraph 

(*).  j 

ph 


(i)  Denies  the  allegations  contained  in  subparagra 
(6)  Denies,  generally  and  specifically,  each  and 
allegation  in  the  taxpayer's  petition  contained  not  hb 
before  admitted,  qualified  or  denied. 


(0. 
[every 
rein- 
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Wherefore  it  is  prayed  that  the  taxpayer’s  appeal  be  de¬ 
nied. 

A.  W.  GREGG, 

General  Counsel,  Bureau  of  Internal  Revenue. 

Of  Counsel: 

M.  N.  FISHER, 

Special  Attorney. 

Now,  November!  8,  1929,  the  foregoing  answer  certified 
from  the  record  as  a  true  copy. 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBLE, 

Clerk  U.  S.  Board  of  Tax  Appeals. 

53  United  States  Board  of  Tax  Appeals. 

Docket  No.,  15435. 

Kekaha  Sugab  Co.,  Petitioner, 

V.. 

Commissioner  of  Internal  Revenue,  Respondent. 

Order  of  Dismissal. 

The  above  entitled  proceeding  having  come  on  for  hearing 
pursuant  to  due  notice  and  it  appearing  that  the  Board  has 
no  jurisdiction  in  the  proceeding  insofar  as  it  purports  to 
relate  to  the  year  1921,  it  is 

Ordered  that  the  proceeding  insofar  as  it  relates  to  the 
year  1921,  be  and  the  same  is  hereby  dismissed  for  want  of 
jurisdiction  in  the  Board. 

Dated  Washington,  D.  C.,  October  28,  1927. 

!  PERCY  W.  PHILLIPS, 

Member  United  States  Board  of  Tax  Appeals. 

Now,  November  8,  1929,  the  foregoing  order  of  dismissal 
certified  from  the  record  as  a  true  copy. 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

!  B.  D.  GAMBLE, 

Clerk  U.  S.  Board  of  Tax  Appeals. 
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54  United  States  Board  of  Tax  Appeals. 

Docket  No.,  15435. 

Kekaha  Sugar  Company,  Ltd.,  Petitioner, 

v. 

Commissioner  of  Internal  Revenue,  Respondent. 

Promulgated  October  1,  1928. 

i 

The  determination  of  a  deficiency  in  tax  under  the  Reve¬ 
nue  Act  of  1924  does  not  bar  the  subsequent  determination 
of  a  further  deficiency. 

Payment  of  a  deficiency  determined  by  the  Commissioner 
under  the  Revenue  Act  of  1924  does  not  constitute  g  final 
settlement  which  would  bar  a  subsequent  determination. 

Congress  having  prescribed  that  a  determination  may  be 
made  final  and  conclusive  by  an  agreement  in  writing  be¬ 
tween  the  taxpayer  and  the  Commissioner  with  the  ap¬ 
proval  of  the  Secretary,  payment  of  the  amount  deter¬ 
mined,  without  any  such  agreement  having  been  Jnade, 
cannot  serve  to  take  the  place  of  the  statute  and  make  such 
determination  conclusive. 

Amounts  paid  by  petitioner  to  churches  which  held  serv¬ 
ices  on  its  plantation  and  to  organizations  which  did  wel¬ 
fare  work  among  its  employees,  held,  to  result  in  a  direct 
benefit  to  it  and  to  be  deductible  in  computing  taxable  in¬ 
come. 

Leaseholds  acquired  at  organization  in  payment  for  capi¬ 
tal  stock  held  to  have  had  no  fair  market  value. 

March  1,  1913  value  of  leasehold  determined  for  purpose 
of  a  deduction  of  the  exhaustion  thereof. 

Petitioner  kept  its  books  and  rendered  its  returns  upon 
the  basis  of  its  annual  crops,  the  planting,  cultivation  and 
harvest  of  which  extended  over  three  taxable  years!.  Its 
rental  was  payable  in  a  percentage  of  sugar  proceed. 
Held,  that  such  rental  was  properly  chargeable  against  the 
crop  from  which  it  was  paid  and  deductible  as  an  expense  of 
producing  that  crop. 
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Cost  of  reclaiming  swamp  lands  held  to  be  a  capital  ex¬ 
penditure  to  be  included  in  petitioner’s  assets  in  computing 
its  earned  surplus  for  invested  capital  purposes. 

Assessment  under  section  328  of  the  Revenue  Act  of  1918 
denied. 

IF.  IF.  Spalding ,  Esq.,  for  the  petitioner. 

M.  N.  Fisher,  Esq.,  and  L.  C.  Mitchell,  Esq.,  for  the  re¬ 
spondent. 

A  true  copy.  Teste: 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBLE, 

Clerk  U.  S.  Board  of  T ax  Appeals. 

55  This  proceeding  is  for  the  redetermination  of  a 
deficiency  in  income  and  profits  taxes  for  1920  of 
$98,776.92  and  ani  overassessment  of  $10,591.65  for  1921. 
The  petition,  so  far  as  it  relates  to  1921,  has  heretofore 
been  dismissed  by  order  of  the  Board  for  lack  of  jurisdic¬ 
tion  to  redetermine  the  tax  for  that  year.  It  is  alleged  that 
the  Commissioner  was  without  authority  to  determine  any 
deficiency  for  1920,  having  previously  determined  a  defi¬ 
ciency  for  that  year  which  had  been  paid.  It  is  further  al¬ 
leged  that  the  Commissioner  committed  error  in  determin¬ 
ing  the  deficiency  for  1920  in  the  following  respects : 

(1)  In  refusing  to  allow  as  a  deduction,  in  computing 
taxable  net  income,  amounts  paid  to  certain  religious  and 
charitable  organizations  in  consideration  of  services  per¬ 
formed  upon  petitioner’s  plantation  and  among  its  em¬ 
ployees,  and  in  reducing  invested  capital  by  that  portion  of 
such  payments  in  prior  years  which  constituted  a  part  of 
the  cost  of  unmatured  crops; 

(2)  In  refusing  to  allow,  in  computing  invested  capital, 
a  surplus  of  $80,656.90  for  the  cash  value  of  leaseholds  ac¬ 
quired  by  petitioner  at  organization; 

(3)  In  refusing!  to  allow  in  computing  taxable  income, 
a  reasonable  deduction  for  the  exhaustion  of  the  March  1, 
1913,  value  of  a  leasehold; 
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(4)  In  decreasing  the  deduction  from  income  for  centals 
by  $72,053.22  and  in  eliminating  a  part  of  such  amount 
from  earned  surplus  in  computing  invested  capital; 

(5)  In  decreasing  the  deduction  for  depreciation  <^f  phy¬ 
sical  assets  from  $112,554.38  to  $40,000;  j 

(6)  In  eliminating  from  earned  surplus,  in  computing  in¬ 
vested  capital,  the  unamortized  cost  of  reclaiming  several 
hundred  acres  of  swmap  lands; 

(7)  In  refusing  to  compute  petitioner’s  tax  under  gection 
328  of  the  Revenue  Act  of  1918. 


Findings  of  Fact. 


Petitioenr  is  a  corporation  organized  under  the 
56  laws  of  Hawaii  with  its  principal  office  in  Honolulu. 

In  April,  1925,  the  Commissioner  of  Internal  Reve¬ 
nue  mailed  to  the  petitioner  notice  of  the  determination  of 
a  deficiency  in  income  and  profits  taxes  for  the  year  1920 
of  $36,973.40  and  an  overassessment  of  income  and  profits 
taxes  for  the  year  1919  of  $41,493.93.  This  notice  stated  that 
in  accordance  with  the  provisions  of  section  274  of  tljie  Rev¬ 
enue  Act  of  1924,  the  petitioner  corporation  was  allowed 
sixtv  davs  from  the  date  of  mailing  such  notice  within  which 
to  file  an  appeal  with  the  United  States  Board  of  Tax  Ap¬ 
peals,  contesting  in  whole  or  in  part  the  correctness  of  the 
respondent  ’s  determination.  No  appeal  to  the  Unitecf.  States 
Board  of  Tax  Appeals  was  filed  by  the  petitioner  frcfin  such 
determination.  On  or  about  December  15,  1925,  ihe  net 
amount  of  the  overpayment  of  tax  for  the  years  1919  and 
1920,  as  determined  by  the  Commissioner  in  such  letter,  was 
credited  by  the  Collector  of  Internal  Revenue  at  Honolulu 
upon  an  installment  of  the  petitioner’s  income  taxes  for 
1924,  payable  on  that  date.  Thereafter  and  on  or  about 
March  13,  1926,  the  respondent  mailed  to  the  petitioner 
notice  that  he  had  determined  a  deficiency  in  incoine  and 
profits  taxes  against  the  petitioner  of  $98,776.92  for  t|he  year 
1920  and  an  overassessment  of  $10,591.65  for  1921.  The 
petitioner  within  sixty  days  thereafter  filed  with  thi^  Board 
its  petition  for  a  redetermination  of  such  taxes,  whibh  peti¬ 
tion  is  the  basis  of  the  present  proceeding. 
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During  1920  and  for  many  years  prior  thereto  the  peti¬ 
tioner  was  engaged  in  the  operation  of  a  sugar  plantation, 
including  the  operation  of  its  own  sugar  mill,  on  the  Island 
of  Kauai.  In  the  Hawaiian  Islands  a  crop  of  sugar  cane 
takes  from  eighteen  months  to  two  years  to  mature.  It  is 
usually  planted  or  ratooned  in  the  summer,  beginning  in 
April  or  May,  and  is  brought  under  cultivation  by 
57  September.  It  is  cultivated,  fertilized  and  irrigated 
during  the  second  year,  and  harvested  and  manufac¬ 
tured  into  raw  or  commercial  sugar  in  the  third  year.  Dur¬ 
ing  each  calendar  year  work  is  being  performed  on  three 
separate  crops:  the  crop  that  is  being  harvested;  the  crop 
under  cultivation,  which  was  planted  t lie  prior  year;  and 
the  crop  that  is  being  planted,  which  will  be  harvested  two 
years  thereafter.  The  petitioner,  with  the  approval  of  the 
Commissioner  of  Internal  Revenue,  has  for  many  years 
kept  its  accounts  and  made  its  Federal  income-tax  returns 
on  the  so-called  “crop  basis,”  as  permitted  by  the  Treasury 
Regulations.  The  crop  basis  of  accounting  is  very  generally 
in  use  on  sugar  plantations  throughout  the  Islands.  Under 
this  system  of  accounts  a  crop  is  treated  as  a  venture  and 
an  account  kept  for  each  crop.  All  expenses  incident  to  the 
crop,  from  the  preparation  of  the  soil  to  the  harvest  and 
manufacture  of  the  cane  into  raw  sugar,  is  charged  to  the 
crop  account  and  all  receipts  from  the  crop  are  credited  to 
the  crop  account.  When  the  crop  is  harvested  and  disposed 
of,  the  account  is  closed  and  it  is  then  determined  whether 
there  has  been  a  profit  realized  or  a  loss  sustained  from  the 
crop.  Under  this  system  of  accounting  there  are  items  of 
expense  and  income  that  cannot  be  allocated  to  any  partic¬ 
ular  crop  and  are  properly  to  be  accounted  for  in  the  year 


( 

i 


in  which  thev  are  incurred  or  received. 


During  the  years  1918,  1919  and  1920  churches  and  char¬ 
itable  organizations,  at  the  instance  and  request  of  the  peti¬ 
tioner,  conducted  church  services  upon  petitioner’s  planta¬ 
tion  and  aided  the  petitioner  in  various  ways  in  its  wel¬ 
fare  work  among  its  employees.  During  1918  the  petitioner 
paid  to  such  organizations  $1,030.30  of  which  one-third, 
$343.43,  was  charged  against  the  1920  crop.  During  the  year 
1919  it  paid  to  such ; organizations  $1,795,  of  which  $742.76 
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was  charged  to  the  1920  crop,  and  $309.48  to  thje  1921 
58  crop.  During  the  year  1920  it  paid  to  such  organiza¬ 
tions  $1,610,  of  which  $546.59  was  charged  to  the 
1920  crop.  In  computing  the  deficiency  the  Commissioner 
failed  to  allow  any  deduction  for  such  payments. 

Prior  to  the  organization  of  the  petitioner  in  18^8,  one 
H.  P.  Faye  was  engaged  in  the  cultivation  of  suga^*  cane 
lands  under  a  sublease  of  such  lands  from  one  V.  Knudsen. 
\V.  Meier  and  E.  Kruse  were  likewise  in  1898  cultivating 


sugar  cane  lands  under  a  sublease  from  said  Knud 


ben.  A 
oper- 


partnership  known  as  the  Kekaha  Sugar  Company 
ated  a  sugar  grinding  mill,  also  upon  lands  which  tluk  held 
under  sublease  from  said  Knudsen.  Knudsen  held  said 
lands  under  a  lease  from  the  Kingdom  of  Hawaii,!  dated 
June  1, 1890,  and  expiring  May  31, 1920.  The  sublease  from 
Knudsen  to  Faye  expired  May  31,  1920.  The  sublease  from 
Knudsen  to  Meier  &  Kruse  expired  in  1905.  Under  djacli  of 
these  subleases  2/16ths  of  the  sugar  produced  on  the  plan¬ 
tation  was  to  be  paid  to  Knudsen  as  rent.  Faye  and  Meier 
&  Kruse  had  grinding  agreements  with  the  Kekaha  Sugar 
Company  under  which  their  sugar  was  ground  at  the  mill 
of  the  company,  the  company  retaining  7/16ths  of  the 
sugar  as  compensation.  In  1898  petitioner  was  organized 
for  the  purpose  of  consolidating  the  plantations  of  Faye 
and  Meier  &  Kruse  and  the  sugar  mill  owned  and  operated 
by  the  Kekaha  Sugar  Company,  and  there  was  transferred 
to  the  petitioner  all  of  the  assets  used  in  the  operation  of 
those  businesses  including  the  subleases  from  Knudsen 
which  each  held.  In  exchange  therefor  the  petitioner  issued 
its  capital  stock  consisting  of  6,000  shares  of  the  par  value 
of  $100  each.  The  subleases  so  acquired  by  the  petitioner  in 
exchange  for  its  capital  stock  had  no  value  at  the  time  of 
acquisition. 

In  July,  1898,  the  petitioner  entered  into  an  agreement 
with  the  widow  of  Knudsen  under  which  it  acquired  a  sub¬ 
lease  upon  certain  sugar  lands  for  a  period  expiring  Octo¬ 
ber  1, 1918,  under  which  it  agreed  to  pay  as  rental  fpr  such 
lands  9  per  cent  of  all  sugar  up  to  7,000  tons  and  5 
59  per  cent  of  all  sugar  in  excess  of  7,000  tons  manufac¬ 
tured  annually  from  cane  grown  below  the  elevation 
of  100  feet  above  sea  level,  and  2%  per  cent  of  ali  sugar 
grown  at  an  elevation  of  more  than  100  feet  above  s6a  level, 
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the  annual  rental  to  be  not  less  than  250  tons.  Under  this 
lease,  which  included  the  land  theretofore  under  sublease 
from  Knudsen  to  Faye,  Meier  &  Kruse,  and  the  Kekaha 
Sugar  Company,  the  petitioner  undertook  to  proceed  with 
reasonable  diligence  to  the  development  and  maintenance 
of  an  enlarged  water  supply  for  the  plantation  to  be  con¬ 
ducted  upon  the  demised  premises  and  to  develop,  if  pos¬ 
sible,  a  sweeter  and  fresher  supply  of  water  than  then  ex¬ 
isted.  On  November  11,  1907,  the  widow  of  Knudsen  as¬ 
signed  to  Augustus  iF.  Knudsen  and  Eric  A.  Knudsen  the 
unexpired  portion  of  the  lease  from  the  Kingdom  of  Hawaii 
to  Knudsen  and  on  the  same  date  said  assignees  entered 
into  an  agreement  with  the  petitioner  to  thereafter  execute 
to  the  petitioner  a  sublease  of  said  lands  from  October  1, 
1918,  to  April  30,  1920,  upon  the  same  terms  and  conditions 
as  were  contained  in  the  original  sublease.  On  March  1, 
1913,  the  petitioner  was  operating  a  sugar  plantation  and 
sugar  mill  upon  said  property  and  continued  to  hold  the 
sublease  of  such  property  from  the  widow  of  Knudsen  and 
the  contract  of  her  assignees  for  its  extension  to  April  30, 
1920.  On  March  1.  1913,  said  sublease,  together  with  the 
agreement  for  its  extension,  had  a  fair  market  value  of 
$300,000. 

In  1918  the  petitioner  paid  as  rental  under  the  sublease 
$114,159.68,  representing  the  market  value  of  the  sugar 
which  the  lessor  was  entitled  to  receive  under  the  lease  from 
the  crop  of  that  year.  Upon  its  books  of  account  the  peti¬ 
tioner  charged  one  third  of  such  amount  to  the  1918  crop  ac¬ 
count,  one-third  to  the  1919  crop  account,  and  one-third, 
$38,053.22,  to  the  1920  crop  account.  Upon  its  income-tax 
return  for  1920,  it  deducted  the  amount  of  such  payment 
so  allocated  to  the  1920  crop.  In  determining  the  defi- 
60  ciency  the  commissioner  refused  to  allow  any  part  of 
such  payment  as  cost  of  the  1920  crop. 

On  or  about  October  1,  1918,  the  assignees  of  Knudsen 
granted  to  the  petitioner  an  extension  to  April  30,  1920,  of 
the  sublease  which  it  then  held.  In  1920  there  was  in  force 
in  the  Territory  ofj  Hawaii  a  law  which  gave  the  Com¬ 
missioners  of  Public  Lands  the  right  to  extend  the  term 
of  a  lease  on  territorial  lands  for  one  year  for  the  purpose 
of  permitting  the  tenant  to  remove  crops  then  under  culti¬ 
vation.  For  the  purpose  of  enabling  it  to  take  advantage 
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of  this  provision  of  law,  the  petitioner  entered  into  negotia¬ 
tions  with  the  widow  of  Knudsen  and  her  assignees  to  se¬ 
cure  a  sublease  for  the  month  of  May,  1920,  or  to  secure  an 
assignment  of  their  interest  under  the  lease  from  tjie  Com¬ 
missioners  of  Crown  Lands  to  Knudsen.  On  December  4, 
1918,  an  agreement  was  entered  into  between  petitioner 
and  representatives  of  said  Knudsens  under  which  peti¬ 
tioner  paid  $240,000  to  said  Knudsens  for  their  reyersion- 
arv  interest  in  the  lease  from  the  Commissioners  of  Crown 
Lands  and  in  commutation  and  settlement  of  the  rental  for 
the  unexpired  period  of  the  sublease.  In  computing  its  tax¬ 
able  income  for  1920  the  petitioner  deducted  $130,000  on 
account  of  such  payment.  In  computing  the  deficiency  for 
that  year  the  respondent  allowed  as  a  deduction  $96,000  of 
such  payment. 

A  reasonable  allowance  for  depreciation  of  the  assets  of 
the  petitioner  for  1920  was  $112,554.38.  This  amount  was 
claimed  as  a  deduction  by  petitioner  upon  its  incom^  tax  re¬ 
turn.  The  respondent  allowed  only  $40,000.  | 

Several  years  prior  to  1920  the  petitioner  began  the  recla¬ 
mation  of  low  or  swamp  lands  lying  within  the  boundary 
of  its  lease.  Ditches  were  made  from  the  high  lands  to  the 
low  lands  by  which  storm  water  and  silt  were  carried  down 
from  the  hills  to  the  low  land  to  be  reclaimed.  The  recla¬ 
mation  was  effected  by  the  deposit  of  silt  from  ihp  upper 
lands  upon  the  swamp  lands,  the  elevation  of  such  lands 
thereby  being  secured.  The  total  amount  expanded  by 
61  petitioner  for  this  work  to  January  1,  1920,  was  $67,- 
220.11.  Such  cost  has  been  amortized  on  the  (basis  of 
the  life  of  the  lease  and  the  cost  remaining  unamortized 
on  January  1,  1920,  was  $9,515.39.  In  computing  the  earned 
surplus  of  the  corporation  for  the  purpose  of  determining 
its  invested  capital,  the  commissioner  refused  to  al|ow  any 
part  of  such  amount  to  be  included. 

The  petitioner  marketed  its  sugar  through  an  agency 
known  as  American  Factors,  Ltd.  A  substantial  portion  of 
the  stock  of  petitioner  was  owned  by  this  agency.  A  Jnumber 
of  the  directors  of  the  petitioner  were  directors  olj  Amer¬ 
ican  Factors,  Ltd.  The  officers  of  the  petitioner  were  either 
substantial  stockholders  or  officers  of  American  Factors, 
Ltd.  A  salary  was  paid  to  its  officers  by  American  factors, 
Ltd.,  but  no  salary  was  paid  by  petitioner  to  any  of  its 
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officers,  except  to  the  plantation  manager  who  also  served 
as  a  vice  president.  On  January  1,  1920,  petitioner  had, 
among  other  assets,  $42,444.80  cash  on  hand  and  in  the 
bank,  accounts  receivable  of  $196,856.16,  growing  crops  of 
$751,027.73,  and  sugar  in  coolers  of  $34,968.  It  had  drafts 
and  accounts  payable  and  accrued  liabilities  of  $74,265.76. 
The  agreement  between  petitioner  and  its  agents,  Amer¬ 
ican  Factors,  Ltd.,  provided  that  such  agents  should  finance 
the  petitioner  pending  the  receipt  by  it  of  the  proceeds  of 
each  year’s  crop.  Its  receipts  from  its  1920  crop  were 
$5,288,865.86. 

The  fixed  assets  of  the  petitioner,  substantially  all  of 
which  were  fixed  to  the  leasehold  premises  by  way  of  im¬ 
provements  thereto  or  buildings  thereon,  had  cost  the  peti¬ 
tioner  $1,594,547.91.  Such  assets  were  included  by  the  re¬ 
spondent  in  computing  invested  capital  at  a  depreciated 
cost  of  $210,016.72.  The  total  invested  capital  of  the  peti¬ 
tioner,  as  determined  by  the  respondent,  was  $2,814,880.34. 

62  Opinion. 

Phillips:  It  is  the  primary  contention  of  the  petitioner 

that  the  determination  of  the  tax  liabilitv  for  the  vear  1920 

•>  • 

made  bv  the  Commissioner  and  evidenced  bv  his  letter  of 
•  • 

April  16, 1925,  was  a  bar  to  the  determination  of  any  further 
tax  liability  for  that  year.  It  is  first  urged  that  section 
274  of  the  Revenue  Act  of  1924  contemplates  only  one  deter¬ 
mination  by  the  Commissioner.  The  Board  has  already  de¬ 
termined  this  issue  adversely  to  the  claim  of  the  petitioner 
in  J.  W.  Boicmanj  8  B.  T.  A.  526,  where  it  was  held  that  the 
mailing  of  one  deficiency  notice  under  the  Revenue  Act  of 
1924  did  not  bar  the  determination  of  a  further  deficiencv 
and  the  mailing  of  notice  thereof. 

It  is  further  urged  that  the  petitioner  accepted  the  deter¬ 
mination  evidenced  by  the  letter  of  March  13,  1925,  and 
that  was  a  settlement  which  can  only  be  set  aside  for 
fraud  or  mistake.  Section  1006  of  the  Revenue  Act  of  1924, 
under  which  the  determination  of  the  deficiencv  was  made, 
provides : 

If  after  a  determination  and  assessment  in  anv  case  the 
taxpayer  has  paid  in  whole  any  tax  or  penalty,  or  accepted 
any  abatement,  credit,  or  refund  based  on  such  determina- 
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tion  and  assessment,  and  an  agreement  is  made  in  | writing 
between  the  taxpayer  and  the  Commissioner,  with  the  ap¬ 
proval  of  the  Secretary,  that  such  determination  anc(  assess¬ 
ment  shall  be  final  and  conclusive,  then  (except  upon  a 
showing  of  fraud  or  malfeasance  or  misrepresentation  of 
fact  materiallv  affecting  the  determination  or  assessment 
thus  made)  (1)  the  case  shall  not  be  reopened  or  thje  deter¬ 
mination  and  assessment  modified  by  any  officer,  employee, 
or  agent  of  the  United  States,  and  (2)  no  suit,  action,  or 
proceeding  to  annul,  modify,  or  set  aside  such  determina¬ 
tion  or  assessment  shall  be  entertained  by  any  court;  of  the 
United  States. 

It  is  not  claimed  that  any  agreement  was  made  in  writing 
between  the  taxpayer  and  the  Commissioner,  with  the  ap¬ 
proval  of  the  Secretary,  the  claim  being  in  effect  that 
63  a  payment  of  the  tax  has  the  same  effect  ajs  if  the 
agreement  provided  for  in  the  Act  had  bee^i  made. 
Congress  has  provided  the  method  by  which  this  deter¬ 
mination  and  assessment  mav  be  made  final  and  cohclusive. 
To  adopt  the  petitioner’s  theory  would  be  to  disregard  the 
safeguard  which  the  law  has  seen  fit  to  throw  about  final 
and  conclusive  settlements.  We  are  of  the  opinion  jthat  the 
Commissioner  was  authorized  to  make  a  second  dexermina- 
tion  of  deficiency  and  to  notify  petitioner  thereof. j 

The  decision  of  several  of  the  errors  alleged  to  h^ve  been 
made  in  computing  income  or  invested  capital  involves  the 
digesting  and  weighing  of  the  testimony  offered  and  the 
consideration  of  many  primary  facts  in  arriving  at  one  or 
more  ultimate  facts,  such  as  that  of  value.  It  seems  un¬ 
necessary  to  set  out  or  discuss  such  evidence  in  detail.  We 
have  confined  our  findings  to  those  which  seem  necessary 
or  appear  essential  to  an  understanding  of  the  c^se,  and 
we  limit  our  discussion  of  the  evidence  as  much  ^s  seems 
possible,  consistent  with  our  purpose  to  indicate  the!  basis  of 
our  decision. 

In  computing  the  deficiency  for  1920  the  Oomihissioner 
refused  to  allow  as  a  deduction  the  amount  of  certain  pay¬ 
ments  or  donations  made  by  petitioner  to  churches  which 
conducted  services  upon  its  plantation  and  certaiii  charit¬ 
able  organizations  which  did  welfare  work  amon^  its  em¬ 
ployees.  The  principles  which  govern  the  deduction  of  con- 
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tributions  by  corporations  for  such  purposes  have  been  dis¬ 
cussed  by  us  in  Poinsett  Mills,  1  B.  T.  A.  6;  Elm  City  Cot¬ 
ton  Mills ,  5  B.  T.  A.  309 ;  Franklin  Mills,  7  B.  T.  A.  1290  and 
other  cases.  Without  discussing  the  evidence  in  detail  we 
are  satisfied  that  because  of  the  extent  of  its  plantation  the 
petitioner  was  under  the  necessity  of  making  some  provi¬ 
sion  for  a  place  of  worship  for  its  employees  and  that  the 
small  payments  made  to  welfare  organizations  were  made 
for  the  purposes  of  enabling  those  associations  to  con- 
64  tinue  necessary  work  among  petitioner’s  employees. 

Donations  were  made  to  a  few  organizations  from 
which  tlie  petitioner  received  no  direct  benefit  but  these  have 
been  eliminated  from  the  amounts  set  forth  in  our  findings 
of  fact.  We  are  satisfied  that  as  to  the  balance  set  out  in  our 


findings,  the  benefit  to  the  petitioner  was  so  direct  as  to 
constitute  those  payments  ordinary  and  necessary  expenses. 

The  question  then  arises  as  to  whether  such  payments 
must  be  deducted  in  the  year  when  paid  or  may  be  appor¬ 
tioned  to  the  crops,  as  the  petitioner  has  done  upon  its 
books.  These  payments  were  made  for  the  benefit  of  em¬ 
ployees  who  were  working  upon  three  crops,  and  in  such 
circumstances  we  are  of  the  opinion  that  the  payments 
were  sufficiently  related  to  the  crops  so  that  we  may  not 
say  that  the  system  of  accounting  employed  by  the  peti¬ 
tioner  did  not,  in  this  respect,  clearly  reflect  its  income. 
The  taxable  income  as  determined  by  the  Commissioner 
should  be  reduced  by  $1,632.78  and  invested  capital  in¬ 
creased  by  $1,395.67. 

The  petitioner  contends  that  upon  organization  it  ac¬ 
quired.  among  other  assets,  a  sublease  which  had  a  cash 
value  of  $1,300,000,;  which  it  is  entitled  to  include  in  invested 
capital  at  that  amount,  less  exhaustion  thereof  to  the  be¬ 
ginning  of  the  taxable  year.  The  evidence  discloses  that 


petitioner  acquired  three  subleases. 


These  were  almost  im¬ 


mediately  replaced  by  a  new  sublease  with  different  terms. 


Substantially  all  the  evidence  and  argument  are  directed 


toward  showing  the  value  of  the  corporation  as  an  operat¬ 
ing  unit  after  it  had  obtained  this  new  sublease.  This  has 


little,  if  any  bearing  upon  the  value  of  the  three  subleases 
acquired  at  organization.  It  is  this  latter  value,  if  any, 
which  petitioner  is  entitled  to  include  in  its  invested  capital 
for  it  was  these  subleases  which  were  obtained  in  exchange 
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for  stock.  The  evidence  does  not  indicate  that  petitioner 
obtained  the  new  sublease  from  the  widow  of  Knud- 

65  —  or  its  capital  stock  and  no  basis  exists  for  com¬ 
puting  invested  capital  on  the  basis  of  th^  value 

of  this  substituted  asset. 

We  see  nothing  in  the  record  which  would  indicate  that 

<7  ^  j 

the  subleases  assigned  to  the  petitioner  by  its  incorporators 
at  the  time  of  organization  had  any  value.  According  to 
the  oral  testimony  these  leases  provided  for  a  rental  of 
2/16ths  of  the  crop.  The  new  sublease  which  superseded 
them  provided  for  a  much  smaller  rental.  Such  a  situation 
does  not  indicate  that  the  subleases  received  from  thp  incor¬ 
porators  had  a  substantial  value.  The  picture  which  we 
visualize  from  the  record  is  that  of  two  plantation^  and  a 
mill  theretofore  operated  with  indifferent  success,  reorgan¬ 
izing  and  combining  their  resources  with  the  aid  of  their 
landlord  in  an  attempt  to  arrive  at  a  result  which  would 
permit  of  successful  operation.  It  is  our  opinion  that 
neither  the  three  subleases  originally  acquired  or  tjhe  new 
sublease  which  replaced  them,  had  any  cash  or  market  value 
at  the  time  of  acquisition.  The  Commissioner  properly 
refused  to  allow  anv  amount  to  be  included  in  invested 
capital  for  such  subleases. 

At  March,  1913,  however,  the  situation  was  different.  In 
1907  extensive  additions  were  made  to  the  irrigating  system 
which  permitted  not  only  of  the  cultivation  of  higher  lands 
but  produced  a  better  and  greater  supply  of  water  for  the 
lower  lands,  which  were  the  only  lands  under  cultivation 
prior  to  1907.  By  1913  the  operations  of  the  company  had 
been  conducted  profitably  over  a  number  of  years.  In 
Oahu  Sugar  Company ,  Limited ,  13  B.  T.  A. — (promulgated 
September  19,  1928),  we  have  had  occasion  to  discuss  some 
of  the  factors  to  which  consideration  must  be  given  iiji  deter¬ 
mining  the  March  1,  1913  value  of  leaseholds  of]  sugar 
lands  in  the  Hawaiian  Islands.  Much  of  what  was  said  there 
is  equally  applicable  here.  The  remaining  life  of  tlje  lease 
was  short.  This  is  particularly  important  when  we  con¬ 
sider  that  the  sugar  industry  wasconsidered  asi  facing 

66  a  period  during  which  profits  would  probably  de¬ 
crease.  On  the  other  hand  the  improvements  placed 

upon  the  property  were  valued  at  a  small  fraction  cif  their 
original  cost.  Considering  the  size  of  the  plantatibn,  the 

i 
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initial  cost  of  the  improvements  at  the  depreciated  values 
assigned  to  them  by  both  parties  would  be  comparatively 
small,  but  it  would  have  to  be  recovered  in  a  short  period 
unless  the  lessee  could  secure  a  new  lease.  Here  lies  a  factor 
deserving  of  much  consideration.  The  lessee  in  possession 
would  be  the  logical  person  to  secure  a  lease.  Among 
other  things,  there  would  be  no  interruption  of  opera¬ 
tion  and  no  loss  of  income  or  rentals  such  as  would 
result  from  a  change  of  tenants  where  the  crop  takes  two 
years  to  mature.  The  tenant  in  possession  could  afford 
to  pay  more  than  a  new  tenant,  and  the  landlord  could 
afford  to  take  less  because  of  this  continuity  of  opera¬ 
tions.  Upon  the  basis  on  which  the  improvements  were 
valued,  the  lease  would  have  been  attractive  to  one  who 
believed  he  could  secure  a  new  lease  at  a  reasonable  rental. 
There  was  no  reason  to  suppose  this  would  not  be  done,  at 
least  as  to  a  large  part  of  the  lands.  We  have  no  intention 
of  intimating  that  the  March  1,  1913  value  should  include 
any  value  for  a  new  lease  which  would  presumably  be 
negotiated  at  current  rentals  or  should  include  any 
part  of  the  exhaustion  deducted  in  arriving  at  the 
March  1,  1913 ;  value  of  the  improvements.  There 

can  be  no  question,  however,  that  any  purchaser  would 
have  seriouslv  considered  what  advantage  he  would 
have  as  owner  of  the  existing  lease,  in  obtaining  a  new 
lease  and  that  this  is  properly  to  be  considered  in  arriving 
at  the  value.  It  is  our  opinion  that  on  March  1,  1913,  peti¬ 
tioner’s  leasehold  interest  had  a  fair  market  value  of 
$300,000  in  excess  of  the  value  of  the  improvements  thereon, 
and  that  in  computing  taxable  income  it  is  entitled  to  deduct 
a  reasonable  allowance  for  the  exhaustion  thereof. 

07  Although  in  the  lease  it  was  provided  that  the  peti¬ 
tioner  should  pay  its  rental  in  sugar,  it  was  custo¬ 
mary  for  the  petitioner  to  market  such  sugar  and  pay  the 
lessor  the  market  value.  In  1918  it  paid  $114,159.58  as  the 
rental  for  that  year.  One-third  of  this  was  charged  on  its 
books  to  the  1920  crop  and  deducted  in  computing  1920 
income.  Petitioner  contends  that,  since  the  plantation  was 
used  during  1918  for  the  cultivation  of  three  crops  this 
represented  a  rental  for  all  of  the  land  and  that  on  the 
crop  system  of  accounting  it  may  properly  allocate  one- 
third  of  this  rental  to  each  of  the  three  crops.  The  re- 
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spondent,  on  the  other  hand,  contends  that  such  a  rental 
payment  is  unlike  other  expenses  of  producing  th^  crop 
and  may  not  be  allocated  over  three  crop  years,  tljat  the 
lease  provides  for  a  payment  in  kind  which  must  neces¬ 
sarily  be  taken  from  the  crop  harvested,  and  that  the  rental 
may  only  be  deducted  as  a  part  of  the  cost  of  such  crop. 
We  are  of  the  opinion  that  the  respondent  is  correct  in  his 
contention.  The  proof  of  this  may  be  seen  if  we  look  at 
the  situation  in  which  the  petitioner  would  have  fojmd  it¬ 
self  had  it  not  been  able  to  secure  the  renewal  of  its  leases 
beyond  1920.  In  such  a  situation,  following  the  b4sis  on 
which  the  1918  rental  was  apportioned,  the  rental  paid  in 
1919  would  have  been  apportioned  one-half  for  the  crop 
of  that  year  and  one-half  for  the  crop  of  1920  and  the  rental 
paid  for  1920  would  all  have  been  apportioned  to  tl}e  1920 
crop,  for  the  petitioner  would  not  have  cultivated  ar(y  1921 
or  1922  crops  and  could  therefore  not  have  charged  any 
part  of  the  rent  for  1920  to  such  crops.  The  result  would 
be  that  the  1920  crop  would  be  charged  as  rental  with  one- 
third  of  the  rent  paid  in  1918,  one-half  of  the  reiit  paid 
in  1919  and  all  of  the  rent  paid  in  1920.  Such  a  situation 
would  obviously  work  a  distortion  of  income.  The  reverse 
of  this  situation  would  occur  in  the  case  of  a  tenant  first 
entering  upon  the  cultivation  of  lands  who,  undef  peti¬ 
tioner’s  theory,  would  be  entitled  to  deduct  nothing 
68  for  the  first  two  years  and  only  one-third  of  the  rent 
paid  in  the  third  year.  We  are  of  the  opinion  that 
the  rental  is  a  direct  charge  against  the  crop  from  which 
it  is  paid  and  is  deductible  as  a  part  of  the  cost  df  that 
crop.  It  follows  that  the  Commissioner  was  correctj  in  re¬ 
fusing  to  allow  a  deduction  in  1920  of  $38,053.22  |  of  the 
amount  paid  in  1918,  and  in  refusing  to  allow  that  Amount 
to  be  included  in  earned  surplus  as  a  part  of  the  bost  of 
the  1920  crop.  j 

In  December,  1918,  the  petitioner  paid  $240,000  in  order 
to  secure  the  remainder  interest  held  by  the  Knudsens 
under  their  lease  from  the  Kingdom  of  Hawaii  (the  lease 
having  been  made  before  Hawaii  became  a  territory  of  the 
United  States)  and  in  settlement  of  the  rents  which  would 
become  due  during  the  remainder  of  the  period  fon  which 
it  had  a  sublease.  In  computing  its  income  it  deducted  as 
rental  $130,000  of  this  amount.  The  Commissioner  dis- 
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allowed  $34,000.  It  is  contended  by  the  petitioner  that 
$30,000  of  this  amount  was  paid  specifically  for  the  month 
of  May,  1920,  being  the  unexpired  portion  of  the  lease  held 
by  the  Knudsens.  The  only  evidence  of  this  is  that  the 
directors  at  a  meeting  authorized  the  payment  of  $30,000 
to  secure  these  rights.  There  is  nothing  to  indicate  that 
when  the  agreement  was  reached  between  petitioner  and 
the  Knudsens  any  specific  amount  was  paid  for  this  month. 
The  agreement  appears  to  have  been  reached  on  the  basis 
of  a  lump  sum  payment  of  $240,000  for  the  balance  of  the 
term  and  it  is  our  opinion  that  the  payment  must  be  treated 
on  this  basis.  Aside  from  their  difference  with  respect  to 
this  item  of  $30,000,  counsel  for  the  parties  are  now  agreed 
that  the  payment  should  be  distributed  over  29  months 
and  that  12/29ths  is  the  proper  deduction  for  1920.  The 
income  and  invested  capital  should  be  adjusted  accordingly. 

The  commissioner  reduced  the  amount  of  depreciation 
claimed  by  the  petitioner  from  $112,554.38  to  $40,000.  This 
is  now  conceded  bv  his  counsel  to  have  been  in  error 
69  and  the  income  should  be  adjusted  accordingly. 

Over  a  period  of  several  years  the  petitioner  had 
reclaimed  swamp  lands  near  the  shore  by  diverting  the 
water  which  ran  down  from  the  hills  in  the  rear  of  its 
plantations  into  such  swamps,  causing  the  silt  to  be  de¬ 
posited  there  and  gradually  raising  the  elevation  until  in 
1920  it  had  reclaimed  some  300  or  more  acres,  all  of  which 
it  had  under  cultivation  and  which  had  proven  to  bo  very 
productive.  In  so  doing  it  was  necessary  to  construct 
ditches  from  time  to  time.  In  his  determination  of  in¬ 
vested  capital  the  Commissioner  treated  these  payments 
as  annual  expenses  to  be  charged  off  each  year  and  refused 
to  permit  any  part  of  the  amount  so  expended  to  be  in¬ 
cluded  in  computing  the  earned  surplus  of  the  petitioner. 
At  the  hearing  the  Commissioner  sought  to  show  that  these 
ditches  were  used  for  the  purpose  of  protecting  the  lands 
of  the  petitioner  against  inundation  by  heavy  rainfalls  in 
the  hills  but  was  not  successful  in  that  effort.  The  primary 
purpose  of  the  ditches  and  drains  constructed  by  the  peti¬ 
tioner  appears  to  have  been  to  permit  the  reclamation  of 
these  low  lands  and  there  seems  to  be  no  doubt  on  the  record 
before  us  that  petitioner  is  entitled  to  include  the  una- 
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mortized  cost  in  computing  its  earned  surplus.  See  J.  II. 
Sanford ,  2  B.  T.  A.  181. 

The  petitioner  claims  to  be  entitled  to  assessment  under 
section  328  of  the  Revenue  Act  of  1918.  It  urges  thajt  no 
salaries  were  paid  to  its  officers,  thereby  creating  anj  ab¬ 
normal  condition.  There  is  nothing  to  indicate  that  any 
of  the  officers  devoted  a  substantial  portion  of  their  time  to 
the  affairs  of  the  petitioner  and  it  appears  that  it  was  not 
customary  on  the  Islands  for  sugar  companies  to  pay  sala¬ 
ries  to  their  officers.  These  officers  apparently  functioned 
much  as  do  directors  of  a  corporation,  dealing  with  j  the 
general  interests  of  the  corporation  but  leaving  the  derails 
to  others  who  were  paid.  We  see  nothing  abnormal  in  this 
situation. 

70  The  petitioner  further  urges  as  a  ground  j  for 
special  assessment  under  section  328  of  the  Act  that 
an  abnormality  exists  because  the  business  of  the  petitioner 
was  conducted  so  largely  upon  leased  lands,  whereby  the 
necessity  for  a  capital  investment  in  real  estate  was  un¬ 
necessary.  We  believe  that  this  claim  for  special  assjess- 
ment  disappears  when  it  is  considered  that  the  petitioner 
was  entitled  to  a  deduction  of  the  amount  of  the  rental 
paid  and  also  a  deduction  for  the  amortization  of  the 
March  1,  1913  value  of  the  leaseholds,  neither  of  which  de¬ 
ductions  would  be  granted  in  the  case  of  a  corporation  own¬ 
ing  its  lands  in  fee.  Moreover,  it  appears  that  each  of! the 
corporations  submitted  by  the  petitioner  as  comparatives 
is  in  much  the  same  situation  as  the  petitioner,  operating 
their  plantations  largely  under  leases. 

It  is  urged  by  the  petitioner  that  an  abnormality  exists 
because  of  the  small  amount  of  working  capital  which  it 
was  necessary  for  the  petitioner  to  provide.  This  was  due 
to  the  fact  that  American  Factors,  Ltd.,  who  were  the 
agents  of  the  petitioner  for  the  purpose  of  selling  its  sugar, 
were  under  an  agreement  to  finance  the  operations  of  j  the 
petitioner  pending  the  sale  of  its  crop.  We  see  nothing 
abnormal  in  this  situation  for  presumably  the  agents  were 
compensated  by  the  commission  which  they  received  for 
acting  as  such  which,  in  turn,  served  to  reduce  the  taxable 
income  of  the  petitioner. 

The  claim  of  abnormality  most  seriously  urged  by  the 
petitioner  is  that  while  its  physical  assets  were  acquired 
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at  a  cost  in  excess  of  $1,500,000,  these  assets  were  reflected 
in  its  invested  capital  for  1920  at  $210,000.  This  was  due 
to  the  fact  that  at  January  1,  1920,  the  petitioner’s  lease 
had  only  a  short  period  to  run  and  that  the  cost  of  the 
assets  had  been  amortized  over  the  period  of  the  lease.  It 
is  claimed  by  the  petitioner  that  this  created  an  abnormality 
in  its  invested  capital  as  compared  with  other  cor- 
71  porations  in  the  same  business.  The  primary  pur¬ 
pose  of  the  invested  capital  provisions  of  the  excess 
profits  tax  laws  have  been  to  provide  for  a  certain  return 
upon  capital  invested  in  the  business  before  taxes  were  as¬ 
sessed  upon  the  balance  of  the  earnings.  When  the  amount 
is  invested  in  assets  having  a  fixed  or  determinable  life, 
provision  is  made  in  the  act  for  allowing  a  return  of  the 
capital  invested  by  way  of  a  deduction  for  the  exhaustion 
thereof.  In  this  way  the  capital  invested  is  returned  free 
of  anv  tax  over  the  useful  life  of  the  assets.  It  is  for  this 
reason  that  the  $1,500,000  originally  invested  in  assets  has 
been  reduced  to  $210,000.  This  latter  figure  represents  the 
amount  which  the  petitioner  had  originally  invested  in  tan¬ 
gible  assets  and  which  it  had  not  recovered  free  of  tax  by 
way  of  a  deduction  in  computing  income.  Although  the 
amount  originally  invested  in  these  assets  was  substan¬ 
tially  larger,  all  that  was  at  risk  in  the  business  in  1920  was 
the  unexhausted  or  undepreciated  cost.  It  is  on  this  amount 
that  the  taxpayer  is  entitled  to  earn  the  credit  provided 
by  the  law  before  the  profits  tax  is  computed  upon  the 

balance  of  its  income.  It  must  also  be  understood  that  bv 

• 

reason  of  the  shorter  life  of  the  petitioner’s  lease,  its  an¬ 
nual  deduction  for  depreciation  and  exhaustion  of  its  assets 
is  greater,  thus  serving  to  reduce  its  annual  taxable  income. 
We  are  of  the  opinion  that  the  taxpayer  has  not  estab¬ 
lished  any  abnormal  condition  affecting  either  its  income 
or  its  capital  which  entitled  it  to  a  computation  of  its  tax 
under  section  328  of  the  1918  Act. 

Decision  will  be  entered  under  Rule  50. 

Now,  November  8, 1929,  the  foregoing  findings  of  fact  and 
opinion  certified  from  the  record  as  a  true  copy. 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBLE, 

Clerk  U.  S .  Board  of  Tax  Appeals. 
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72  United  States  Board  of  Tax  Appeals. 

Docket  No.,  15435.  j 

Kekaha  Sugar  Company,  Ltd.,  Petitioner, 

v. 

Commissioner  of  Internal  Revenue,  Respondent. 

Decision. 

(Order  of  Redetermination.) 

The  Board  having  heretofore  under  dale  of  October  1, 
1928,  promulgated,  its  findings  of  fact  and  opinion  herein 
and  directed  that  decision  be  entered  under  Rule  50  and  the 
parties  having  filed  proposed  recomputations  of  the  defi¬ 
ciency  herein,  and  such  proposed  determination  having  duly 
come  on  for  hearing  and  both  parties  having  appeared  and 
presented  such  recomputations  and  due  consideration  hav¬ 
ing  been  given  in  the  matter,  it  is 

Ordered  and  decided  upon  redetermination  that  the  defi- 
ciencv  in  tax  for  1920,  determined  by  the  Commissioner  to 
be  $98,776.92,  is  redetermined  to  be  $51,475.23. 

Enter : 

PERCY  W.  PHILLIPS, 
(Signed)  PERCY  W.  PHILLIPS, 

Member  United  States  Board  of  Tax  Appeals. 

Entered  Feb.  15,  1929. 

A  true  copy.  Teste: 

B.  D.  GAMBLE, 

Clerk  U.  S.  Board  of  Tax  Appeals. 

Now,  November  8,  1929,  the  foregoing  decision  certified 
from  the  record  as  a  true  copy. 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBLE, 

Clerk  U.  S.  Board  of  Tax  Appeal js. 
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73  United  States  Board  of  Tax  Appeals.  Filed  Aug.  2, 

1929. 

In  Court  of  Appeals  of  the  District  of  Columbia. 

Docket  No.,  15435. 

Kekaha  Sugar  Company,  Ltd.,  Petitioner, 

v. 

Commissioner  of  Internal  Revenue,  Respondent. 
Agreement  and  Stipulation. 

The  parties  hereto,  petitioner  and  respondent,  now  agree 
and  stipulate  that  the  decision  of  the  United  States  Board 
of  Tax  Appeals  herein  may  be  reviewed  by  the  Court  of 
Appeals  of  the  District  of  Columbia. 

This  July  16,  1929. 

W.  W.  SPALDING, 

Counsel  for  Petitioner. 

C.  M.  CHAREST, 

General  Counsel  Bureau  of  Ini.  Rev., 

Counsel  for  Respondent. 

Now,  November  8,  1929,  the  foregoing  agreement  and 
stipulation  certified  from  the  record  as  a  true  copy. 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBLE, 

i  Clerk  U.  S.  Board  of  Tax  Appeals. 

74  Filed  Aug.  2,  1929. 

In  the  Court  of  Appeals  of  the  District  of  Columbia. 

Docket  No.,  15435. 

Kekaha  Sugar  Company,  Ltd.,  Petitioner, 

v. 

Commissioner  of  Internal  Revenue,  Respondent. 

Petition  for  Review. 

Now  comes  the  petitioner,  Kehaka  Sugar  Company,  Ltd., 
Honolulu,  Territory  of  Hawaii,  by  its  counsel  of  record, 
and  respectfully  shows: 
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Petitioner  is  a  corporation  duly  organized  under  the  laws 
of  the  Territory  of  Hawaii,  and  is  and  has  at  all  times 
herein  involved  been  engaged  in  the  growing  of  cai|ie  and 
the  manufacture  of  sugar  therefrom,  on  the  Island  of 
Kauai,  Territory  of  Hawaii.  The  income  tax  return  of 
petitioner  for  1920  was  tiled  with  the  Collector  of  Internal 
Revenue  at  Honolulu,  Tcrritorv  of  Hawaii.  At  alll  times 
herein  involved,  Honorable  David  H.  Blair  wjas  the 
75  duly  appointed,  qualified,  and  acting  Commissioner 
of  Internal  Revenue,  appointed  and  holding  hi[>  office 
by  virtue  of  the  laws  of  the  United  States.  Since  the  deci- 
sion  of  the  United  States  Board  of  Tax  Appeals  was  ren¬ 
dered  in  this  proceeding,  said  Blair  was  succeeded  in  office 
by  the  Honorable  Robert  H.  Lucas,  who  is  now  the  duly  ap¬ 
pointed,  qualified,  and  acting  Commissioner  of  Internal 
Revenue,  appointed  and  holding  his  office  by  virtue  of  the 
laws  of  the  United  States.  This  appeal  is  prosecuted  to  the 
Court  of  Appeals  of  the  District  of  Columbia  under  an 
agreement  and  stipulation  between  the  Commissiojier  of 
Internal  Revenue  and  petitioner  made  in  accordance  with 
Section  1002  of  the  Revenue  Act  of  1926. 


i 

The  nature  of  the  controversy  involved  in  this  proceed¬ 
ing  is  the  correct  determination  of  the  income  and  excess 
profits  taxes  properly  assessable  against  and  due  and  owing 
by  petitioner  for  the  calendar  year  1920. 

Within  the  time  fixed  by  law,  petitioner  filed  its  income- 
profits  tax  return  for  1920  with  the  Collector  of  In- 
76  ternal  Revenue  at  Honolulu,  Territory  of  Hawaii,  in 
which  petitioner  undertook  to  report  its  true  aid  cor¬ 
rect  gross  income  and  net  income  for  1920.  On  or  before  the 
1921  due  dates,  petitioner  paid  the  income-profits!  taxes 
shown  to  be  due  by  said  return.  Thereafter,  and  prior  to 
April,  1925,  respondent  examined  and  audited  petitioner’s 
return  for  1920,  filed  as  aforesaid,  for  the  purpose  of  mak¬ 
ing  a  final  determination  of  petitioner’s  gross  income,  its 
net  income,  and  its  income-profits  tax  liability  for  that 
year.  Adopting  the  findings  of  fact  of  the  United  States 

4 — 5098a 
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Board  of  Tax  Appeals  herein,  the  petitioner  further  alleges 
that : 

“In  April,  1925,  the  Commissioner  of  Internal  Revenue 
mailed  to  the  petitioner  notice  of  t lie  determination  of  a  de- 
ficiencv  in  income  and  profits  taxes  for  the  vear  1920  of 
$36,973.40  and  an  overassessment  of  income  and  profits 
taxes  for  the  year  1919  of  $41,493.93.  This  notice  stated 
that  in  accordance  with  the  provisions  of  section  274  of  the 
Revenue  Act  of  1924,  t lie  petitioner  corporation  was  al¬ 
lowed  sixtv  davs  from  the  date  of  mailing  such  notice 
within  which  to  file  an  appeal  with  the  United  States  Board 
of  Tax  Appeals,  contesting  in  whole  or  in  part  the  correct¬ 
ness  of  the  respondent’s  determination.  Xo  appeal  to  the 
United  States  Board  of  Tax  Appeals  was  filed  by  the  peti¬ 
tioner  from  such  determination.  On  or  about  December 
35,  1925,  the  net  amount  of  the  overpayment  of  tax  for  the 
years  1919  and  1920,  as  determined  by  the  Commissioner 
in  such  letter,  was  credited  by  the  Collector  of  Internal 
Revenue  at i Honolulu  upon  an  installment  of  the  pe- 
77  titioner’s  income  taxes  for  1924,  payable  on  that 
date.  Thereafter  and  on  or  about  March  13,  1926, 
the  respondent  mailed  to  the  petitioner  notice  that  he  had 
determined  a  deficiency  in  income  and  profits  taxes  against 
the  petitioner  of  $98,776.92  for  the  year  1920  and  an  over- 
assessment  of  $10,591.65  for  1921.  The  petitioner  within 
sixty  days  thereafter  filed  with  this  Board  its  petition  for 
a  redetermination  of  such  taxes,  which  petition  is  the  basis 
of  the  present  proceeding.” 

Petitioner  is  informed,  believes,  and  states  as  true  that 
the  said  determination  of  petitioner’s  income-profits  tax 
liability  for  1920  so  made  by  respondent  in  April,  1925,  and 
evidenced  by  respondent’s  notice  of  deficiency  mailed  by 
him  to  petitioner  in  that  month,  became  a  final  determi¬ 
nation  of  petitioner’s  income-profits  tax  liability  for  that 
year  upon  its  acceptance  by  both  parties  hereto  and  after 
settlement  had  been  made  thereunder  as  above  stated;  and 
that,  therefore,  respondent  was  barred  from  making  any 
subsequent  redetermination  of  petitioner’s  income-profits 
tax  liability  for  1920  and,  specifically,  was  barred  from 
making  the  redetermination  evidenced  by  Ids  letter  of 
March  13,  1926,  in  the  absence  of  allegation  and  proof  of 
fraud  or  mistake. 
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Adopting*  the  following*  excerpt  from  the  findings 
78  of  fact  made  by  flic  Board  of  Tax  Appeals  herein, 
petitioner  further  alleges: 

“During  1920  and  for  many  years  prior  thereto  jtlie  pe¬ 
titioner  was  engaged  in  the  operation  of  a  sugar  planta¬ 
tion,  including  the  operation  of  its  own  sugar  mill,  on  the 
Island  of  Kauai  (Territory  of  Hawaii).  In  the  Hawaiian 
Islands  a  crop  of  sugar  cane  takes  from  eighteen  months 
to  two  years  to  mature.  It  is  usually  planted  or  ratooned 
in  the  summer,  beginning  in  April  or  May,  and  is  brought 
under  cultivation  by  September.  It  is  cultivated,  fertilized 
and  irrigated  during  the  second  year,  and  harvested  and 
manufactured  into  raw  or  commercial  sugar  in  the  third 
year.  During  each  calendar  year  work  is  being  performed 
on  three  separate  crops:  The  crop  that  is  being  harvested; 
the  crop  under  cultivation,  which  was  planted  the  prior 
year;  and  the  crop  that  is  being  planted,  which  will  be 
harvested  two  years  thereafter.  The  petitioner,  with  the 
approval  of  the  Commissioner  of  Internal  Revenue,  lias  for 
many  years  kept  its  accounts  and  made  its  federal  income- 
tax  returns  on  the  so-called  ‘ crop  basis,’  as  permitted  by 
the  Treasury  Regulations.  The  crop  basis  of  accounting 
is  very  generally  in  use  on  sugar  plantations  t  lire)  ugh  out 
the  Islands.  Under  this  system  of  accounts  a  efrop  is 
treated  as  a  venture  and  an  account  kept  for  each  crop.  All 
expenses  incident  to  the  crop,  from  the  preparation,  of  the 
soil  to  the  harvest  and  manufacture  of  the  cane  iijto  raw 
sugar,  is  charged  to  the  crop  account  and  all  receip 
the  crop  are  credited  to  the  crop  account.  When  t 
is  harvested  and  disposed  of,  the  account  is  closed 
is  then  determined  whether  there  has  been  a  profit  i 
or  a  loss  sustained  from  the  cron.  Under  this  svs 


ts  from 
jie  crop 
and  it 
ealized 
tern  of 


accounting  there  are  items  of  expense  and  income  that  can 
not  be  allocated  to  any  particular  crop  and  are  properly 
to  be  accounted  for  in  the  year  in  which  they  are  incurred 
or  received. 


*  *  *  *  *  *  # 

79  “In  1918  the  petitioner  paid  as  rental  unper  the 
sublease  $114,159.68,  representing  the  market  value 


\ 
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of  the  sugar  which  the  lessor  was  entitled  to  receive  under 
the  lease  from  the  crop  of  that  year.  Upon  its  books  of 
account  the  petitioner  charged  one-third  of  such  amount  to 
the  1918  crop  account,  one-third  to  the  1919  crop  account, 
and  one-third,  $38,053.22,  to  the  1920  crop  account.  Upon 
its  income-tax  return  for  1920,  it  deducted  the  amount  of 
such  payment  so  allocated  to  the  1920  crop.  In  determin¬ 
ing  the  deficiency  the  Commissioner  refused  to  allow  any 
part  of  such  payment  as  cost  of  the  1920  crop.” 


During  the  taxable  year  here  involved  (1920)  petitioner’s 
cane  lands  as  well  as  other  lands  were  held  and  cultivated 
by  it  under  sub-lease  from  the  Knudsens,  which  is  the  sub- 
lease  referred  to  in  the  foregoing  adopted  findings  of  fact. 
Petitioner’s  allocation  of  the  rental  paid  under  said  sub¬ 
lease  in  1918  ($114,159.68)  was  in  accord  with  the  system 
of  accounting  used  by  it  in  1918  and  for  many  years  prior 
thereto,  with  the  knowledge  and  approval  of  the  Bureau 
of  Internal  Revenue.  Petitioner’s  said  svstem  of  account- 
ing  clearly  and  correctly  reflected  its  net  income  for  1918 

and  all  other  vears  in  which  it  was  used.  The  allocation 

* 

of  one-third  of  the  amount  so  paid  in  1918  to  1920  was 

reasonable  in  amount,  as  approximately  one-third  of  the 

lands  covered  bv  said  sub-lease  were  in  1918  devoted  to 

* 

the  1920  crop.  Petitioner  is  informed,  believes,  and 
80  states  as  true  that  as  said  approved  system  of  ac¬ 
counting  clearlv  and  correctly  reflected  its  net  in- 
come  and  as  the  allocation  so  made  by  petitioner  was  rea¬ 
sonable  and  was  consistent  with  its  accounting  system,  the 
item  of  $38,053.22  allocated  by  petitioner  forward  to  1920 
from  1918  is  deductible  from  gross  income  in  computing 
the  net  income,  of  the  later  vear. 

IV. 


Adopting  the  following  excerpt  from  the  findings  of  fact 
made  by  the  Board  of  Tax  Appeals  herein,  petitioner  fur¬ 
ther  alleges: 

“In  1920  there  was  in  force  in  the  Territory  of  Hawaii  a 
law  which  gave  the  Commissioners  of  Public  Lands  the 
right  to  extend  the  term  of  a  lease  on  territorial  lands  for 
one  year  for  the  purpose  of  permitting  the  tenant  to  remove 
crops  then  under  cultivation.  For  the  purpose  of  enabling 
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it  to  take  advantage  of  this  provision  of  law,  the  petitioner 
entered  into  negotiations  with  the  widow  of  Knuds  mi  and 
her  assignees  to  secure  a  sublease  for  the  month  ot  May, 
1920,  or  to  secure  an  assignment  of  their  interest  unaer  the 
lease  from  the  Commissioners  of  Crown  Lands  to  Kr.udsen. 
On  December  4,  1918,  an  agreement  was  entered  into  be¬ 
tween  petitioner  and  representatives  of  said  Knudsqns  un¬ 
der  which  petitioner  paid  $240,000  to  said  Knudsens  for 
their  reversionarv  interest  in  the  lease  from  the  Cbmmis- 
sioncrs  of  Crown  Lands  and  in  commutation  and  settlement 
of  t lie  rental  for  the  unexpired  period  of  the  sublease.  In 
computing  its  taxable  income  for  1920  the  petitioner 

81  deducted  $130,000  on  account  of  such  payment.  In 
computing  the  deficiency  for  that  year  the  respond¬ 
ent  allowed  as  a  deduction  $96,000  of  such  payment- J” 

The  records  of  petitioner  disclose  that  of  said  considera¬ 
tion  of  $240,000,  a  part  thereof,  to-wit  $30,000,  ^as  al¬ 
located  by  petitioner  to  the  month  of  May,  1920,  as  tjie  con¬ 
sideration  of  the  grant  by  the  Knudsens  to  petitioned  of  the 
reversion  for  that  month  which  they  (Knudsens)  previously 
owned.  This  allocation  was  reasonable  and  was  baseti  upon 
the  special  value  of  the  ownership  of  the  lease  ior  the 
month  of  May,  1920,  which  ownership  enabled  petitioner  to 
secure  an  extension  of  its  possession  of  the  lands  iji  ques¬ 
tion  for  one  year  after  May  31,  1920,  as  the  tenant  then  in 
possession  of  said  land.  As  said  allocation  was  reasonable 
and  entirely  consistent  with  petitioner’s  system  of  account¬ 
ing,  the  amount  so  paid  for  the  month  of  May,  1920, j  should 
be  allocated  to  that  year,  in  its  entirety,  as  a  deduction  from 
gross  income  in  computing  petitioner’s  taxable  income. 

V. 

Petitioner  is  informed,  believes,  and  states  as  trile  that 
its  excess  profits  taxes  for  1920  should  be  deter- 

82  mined  and  assessed  under  Section  328  of  the  Revenue 
Act  of  1918  because: 

(a)  The  respondent  is  and  has  at  all  times  heijein  in¬ 
volved  been  unable  to  determine  the  full  amount  c^f  peti¬ 
tioner’s  invested  capital  under  Section  326  of  the  Bevenue 
Act  of  1918,  in  that  respondent  was  unable  to  determine 
the  actual  cash  value  of  the  leasehold  paid  and  transferred 
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to  petitioner  for  stock  at  or  about  the  time  of  its  organi¬ 
zation  ;  and 

(b)  The  excess  profits  tax  assessable  against  petitioner, 
if  determined  without  benefit  of  Section  328,  would,  owing 
to  abnormal  conditions  affecting  the  capital  and  income  of 
petitioner,  work  upon  it  an  exceptional  hardship  evidenced 
by  gross  disproportion  between  the  tax  computed  without 
benefit  of  Section  328  and  the  tax  computed  under  that 
section. 


Petitioner  would  further  show  that  on  March  13,  1926, 
respondent  mailed  to  petitioner  a  notice  of  deficiency  in 
which  lie  informed  petitioner  that  he  proposed  to  assess 
a  deficiency  of  income-profits  taxes  for  1920  against 
83  petitioner  in  the  amount  of  $98,776.92.  From  said 
notice  of  deficiency  petitioner  prosecuted,  within  the 
time  fixed  by  the  statute,  its  appeal  to  the  Board  of  Tax 
Appeals.  Issues  having  been  made  by  pleadings  filed  with 
the  Board  of  Tax  Appeals,  petitioner’s  appeal  was  heard 
by  the  Board  of  Tax  Appeals  in  October,  1927,  upon  testi- 
monv  of  witnesses,  documentarv  evidence,  argument  of 
counsel,  and  briefs  filed;  and  on  October  1,  1928,  the  Board 
of  Tax  Appeals  promulgated  its  findings  of  fact  and  opin¬ 
ion  holding  upon  the  matters  and  things  herein  involved 
as  follows: 


(a)  That  respondent  was  not  barred  from  asserting  the 
deficiency  claimed  in  his  letter  of  March  13,  1926,  by  his 
previous  determination  of  April,  1925,  the  acceptance 
thereof  by  the  parties,  or  the  settlement  thereunder  of  De¬ 
cember,  1925;  and  that  such  previous  determination  and 
settlement  were  not  a  finality. 

(b)  That  the  item  of  $38,053.22  of  the  total  amount  paid 
by  petitioner  in  1918  as  rental  under  its  lease  was  not  prop¬ 
erly  allocated  by  petitioner  on  its  books  of  account  and  in 
its  income  tax  returns,  to  1920,  and  therefore  was  not  de¬ 
ductible  from  gross  income  in  computing  petitioner’s 

84  net  income  for  1920. 

(c)  That  $30,000  of  the  amount  paid  in  December,  1918, 
by  petitioner  to  the  Knudsens  for  the  assignment  of  the 
reversion  of  the  sublease  for  the  month  of  May,  1920,  was 
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not  allocable  in  its  entirely  to  1920,  as  a  deduction 
puling-  the  net  income  of  that  year. 

(d)  That  petitioner  was  not  entitled  to  have  it^  excess 
profits  taxes  for  1920  determined  and  assessed  under  Sec¬ 
tion  328  of  the  Revenue  Act  of  1918.  ! 

On  February  15,  1929,  the  said  Board  of  Tax  Appeals 
rendered  its  decision  and  entered  its  order  on  the  pecords 
of  said  Board,  finding-  and  ordering  that  the  amounj:  of  the 
deficiency  of  1920  income-profits  taxes  assessable  jagainst 
petitioner  was  $51,475.23.  Thereby  the  said  Board  of  Tax 
Appeals  affirmed  respondent’s  erroneous  determination  of 
petitioner’s  tax  liability  for  1920  as  to  the  matters  and 
things  complained  of  in  this  petition  for  review. 

VII. 

Petitioner  avers  that  there  was  and  is  etror  in 

85  the  findings  of  fact,  opinion,  and  decision  of  said 
Board  of  Tax  Appeals;  and  now  makes  the 'follow¬ 
ing  assignment  of  errors  for  the  review  of  said  findings, 
opinion,  and  decision  as  provided  by  the  statutA  The 
Board  of  Tax  Appeals  erred,  to  the  prejudice  of  petitioner’s 
substantial  rights,  in  its  decision  of  petitioner’s  said  case 
as  follows: 

(a)  In  holding  that  respondent  was  not  barred  from  as¬ 
serting  the  deficiency  claimed  in  his  letter  of  March  13, 
1926,  by  his  previous  determination  of  April,  1925,  the  ac¬ 
ceptance  thereof  by  the  parties,  and  the  settlement:  there¬ 
under  of  December,  1925,  in  the  absence  of  an  allegation 
and  proof  of  fraud  or  mistake  in  the  making  of  sucli  deter¬ 
mination  and  settlement,  and  in  holding  that  such  previous 
determination  and  settlement  were  not  a  finality  in  the  ab- 

e  total 
rental 

under  its  lease,  was  not  properly  allocated  by  petitioner  on 
its  books  of  account  and  in  its  income  tax  returns,  jto  1920, 
and  in  holding  that  said  item  ($38,053.22)  was  [not  de¬ 
ductible  from  gross  income  in  computing  petitioner’s 

86  net  income  of  1920.  j 

(c)  In  refusing  to  allocate  to  May,  1920,  (^sa  de¬ 
duction  for  that  year  from  gross  income  in  computing  net 


sence  of  allegation  and  proof  of  fraud  or  mistake. 

(b)  In  holding  that  the  item  of  $38,053.22  of  tl: 
amount  paid  by  petitioner  in  1918  ($114,159.68),  a^ 


n  com- 
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income)  the  entire  amount,  to-wit,  $30,000,  paid  by  peti¬ 
tioner  to  the  Knudsens  in  December,  1918,  as  the  considera¬ 
tion  for  their  assignment  to  petitioner  of  their  reversionary 
interest  in  the  lease  which  expired  on  May  31,  1920. 

(d)  In  holding  that  petitioner  was  not  entitled  to  have 
its  profits  taxes  for  1920  determined  and  assessed  under 
Section  328  of  the  Revenue  Act  of  1918. 

(e)  In  refusing  to  use  the  average  rate  of  profits  taxa¬ 
tion  paid  by  the  representative  comparable  corporations 
cited  by  petitioner  in  the  determination  of  petitioner’s 
profits  tax  liability  for  1920  under  Section  328  of  the  Reve¬ 
nue  Act  of  1918. 


VIII. 

Petitioner  being  aggrieved  by  the  findings  of  fact,  the 
opinion,  and  the  decision  of  the  United  States  Board  of 
Tax  Appeals,  now  files  this  petition  for  review  of 

87  such  findings  of  fact,  opinion,  and  decision  by  the 
Court  of  Appeals  of  the  District  of  Columbia. 

Wherefore  petitioner  prays  that  all  necessary  and  proper 
steps  be  taken  to  effectuate  the  prosecution  of  this  appeal 
to  the  Court  of  Appeals  of  the  District  of  Columbia;  that 
the  record  be  prepared  in  accordance  with  the  rules  of  said 
Court  and  transmitted  to  the  Clerk  thereof  for  filing,  to  the 
end  that  the  errors  herein  complained  of  may  be  reviewed 
and  corrected  by  said  Court;  and  petitioner  prays  for  such 
other  relief  as  may  appear  equitable  and  proper  as  this 
cause  progresses. 

i  W.  W.  SPALDING, 

,  Counsel  for  Petitioner. 

88  United  States  of  America, 

District  of  Columbia ,  .9.9 : 

W.  AY.  Spalding  makes  oath  in  due  form  of  law  and  says 
that  he  is  attorney  of  record  for  the  petitioner  in  the  fore¬ 
going  action;  that  he  has  read  the  foregoing  petition  and 
is  acquainted  with  the  facts  stated  therein,  and  that  they 
are  true  to  the  best  of  his  knowledge,  information,  and  be¬ 
lief  ;  that  he  verily  believes  that  petitioner  is  entitled  to 
the  relief  sought  upon  a  review  of  the  findings  of  fact, 
opinion,  and  decision  of  the  Lmited  States  Board  of  Tax 
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Appeals  rendered  herein  by  the  Court  of  Appeals  |of  the 
District  of  Columbia. 

W.  W.  SPALDliNG. 

Subscribed  and  sworn  to  before  me  by  W.  W.  Scalding 
on  this  1  day  of  August,  1929.  ! 

CHARLOTTE  ANN  VATJX, 

Notary  Public ,  D.  C. 

[Seal  Charlotte  Ann  Vaux,  Notary  Public,  District  of 

Columbia.] 

My  commission  expires  June  28,  1930. 

Service  of  the  foregoing  petition  is  acknowledged  on 
the  2d  day  of  Aug.  1929.  i 

C.  M.  CHAREST,! 

General  Counsel  of  Internal  Revenue ,  for  Respondent. 

Now,  November  8,  1929,  the  foregoing  petition  for  jreview 
certified  from  the  record  as  a  true  copy. 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBLE, 

Clerk,  U.  S.  Board  of  Tax  Appeals. 

89  United  States  Board  of  Tax  Appeals. 

Docket  No.,  15435. 

i 

Kekaha  Sugar  Company,  Ltd.,  Petitioner, 

V*  I 

Commissioner  of  Internal  Revenue,  Respondent. 

Order. 

Upon  motion  of  petitioner,  concurred  in  by  respondent, 
Robert  H.  Lucas,  Commissioner  of  Internal  Revenue,  is 
now  substituted  as  party  respondent  for  the  party  respond¬ 
ent  heretofore  designated,  the  “Commissioner  of  Internal 
Revenue.  ’ 9 

November  4,  1929.  j 

(Signed)  WILLIAM  R.  GREEN,  Jr.[ 

Member. 
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A  true  copv:  Teste. 

B.  D.  GAMBLE, 

Clerk  U.  S.  Board  of  Tax  Appeals. 

Now,  November  8,  1929,  the  foregoing  order  certified 
from  the  record  as  a  true  copy. 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBLE, 

Clerk  U.  S.  Board  of  Tax  Appeals. 

90  United  States  Board  of  Tax  Appeals.  Filed  Nov.  6, 

1929. 

Docket  No.,  15435. 

Ivekaha  Sugar  Company,  Limited,  Petitioner, 

v. 

Commissioner  of  Internal  Revenue,  Respondent. 

Statement  of  Evidence. 

At  tiie  hearing  of  the  above  entitled  appeal  on  October 
26th  and  November  14th,  1927,  before  Hon.  Percy  W.  Phil¬ 
lips,  board  member,  the  following  proceedings  were  had 
and  evidence  offered  material  to  the  issues  presented  in  a 
petition  for  review  of  said  appeal  by  the  Court  of  Appeals 
of  the  District  of  Columbia. 

To  maintain  the  issues  on  its  part  joined,  petitioner 
offered  as  witnesses:  William  Danford,  Edward  H.  W. 
Broadbent,  Sherwood  M.  Lowery,  Allen  W.  T.  Bottomley, 
Adolph  0.  Constable,  Frederick  H.  Aaser,  H.  P.  Faye, 
Ambrose  Wirtz,  C.  R.  Linden,  Louis  J.  Watten,  Clarence 
II.  Cooke.  The  substance  of  the  evidence  given  bv  said  wit- 
nesses  and  of  the  exhibits  introduced  as  a  part  of  their  tes¬ 
timony,  was  and  is  as  follows: 


91  Sherwood  M.  Lowrey. 

(Direct  examination:) 

I  am  39  years  of  age,  and  have  lived  practically  all  of 
my  life  in  Honolulu.  I  became  treasurer  of  the  American 
Factors  and  of  the  Kekaha  Sugar  Company  in  1920.  The 
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American  Factors  succeeded  in  1918  to  the  business  of 


i  mer- 


Hackfeld  &  Company,  as  sugar  factor,  commission 
chant,  general  merchandise,  insurance  and  steamship  igents. 
Hackfeld  &  Company  were  principally  engaged  as  agents 
for  various  sugar  plantation  companies.  They  owned  stock 
in  certain  of  the  companies  for  which  it  acted  at-j  fiscal 
agent,  purchasing  supplies,  marketing,  sugar,  and  other 
matters,  exclusive  of  actual  operation  of  the  plantations. 
The  American  Factors  is  a  stockholder  in  and  the  agent  of 
the  Kekalia  Sugar  Company.  As  treasurer  of  the  tvjo  com¬ 
panies,  I  have  general  custody  of  their  books  and  records. 
The  main  books  of  the  plantation  are  usually  kept  on  the 
plantation.  The  annual  reports  are  sent  to  the  offices  of 
the  American  Factors  for  review,  and  to  be  printed,  and 
these  reports  are  in  my1  custody.  The  general  records  of 
the  companies  are  kept  in  Honolulu  in  the  office  jof  the 
American  Factors. 

In  1920  and  1921  and  prior  years  the  Kekalia  Sugar  Com¬ 
pany  employed  crop  accounting.  There  are  always  more 
than  one  crop  under  cultivation  and  items  pertaining  to 
cost  of  any  one  crop  are  charged  to  such  crop  and  receipts 
from  the  crop  are  credited  to  such  crop.  This  sys- 
92  tern  of  accounting  has  been  approved  by  the  Bureau 
of  Internal  Revenue.  Such  approval  is  shown  in 
letter  from  the  Commissioner  of  Internal  Revenue  of  April 
16,  1925,  in  reference  to  the  tax  liability  of  the  Kekalia 
Sugar  Company  for  the  years  1919  and  1920,  which  letter 
is  identified  and  offered  in  evidence  as  Exhibit  Lowrey  Xo. 
1.  Said  letter  states  a  deficiency  for  1920  of  $36,973.40  and 
an  overassessment  in  1919  of  $41,493.93.  In  December, 
1925,  when  the  last  installment  of  the  tax  for  1924  was  paid, 
the  Kekalia  Sugar  Company  was  allowed  credit  upon  its 
1925  tax  of  $4,520.53,  being  the  difference  in  the  |  above 
amounts.  The  Kekalia  Sugar  Company  never  to$k  any 
appeal  to  the  Board  of  Tax  Appeals  from  the  determina¬ 
tion  proposed  for  the  year  1920  in  said  letter  and  never 
protested  that  determination. 

Referring  to  the  invested  capital  in  the  amount  of 
$2,814,880.34,  shown  in  Schedule  6  of  the  deficiency  letter 
of  March  13,  1926  attached  to  the  petition  in  this  proceed¬ 
ing,  I  have  prepared  a  schedule  showing  the  items  enter¬ 
ing  into  the  computation  of  the  cost  of  same.  This  state- 
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men!  of  actual  cost  of  the  assets  and  the  depreciated  bal¬ 
ances  of  same  on  December  31,  1919  agrees  with  the  total 
invested  capital  shown  in  the  deficiency  letter,  and  I  identify 
and  offer  same  in  evidence  as  Exhibit  Lowrev  No.  2.  This 
statement  was  made  from  the  books  of  the  company. 

The  officers  of  the  Kekalia  Sugar  Company  during  1920 
were  Mr.  G.  X.  Wilcox,  president ;  Mr.  H.  P.  Faye,  first  vice 
president :  George  Sherman,  second  vice  president ; 
93  G.  P.  Wilcox,  secretary;  Mr.  R.  C.  Walker,  treasurer 
up  to  the  time  of  his  death,  and  I  was  the  succeeding 

treasurer  for  the  balance  of  that  vear. 

* 

Mr.  G.  X.  Wilcox  and  Mr.  Fave  were  both  substantial 


stockholders  in  the  company  and  were  willing  to  render 
their  services  to  the  company.  Mr.  George  Sherman  was 
closely  identified  with  the  American  Factors,  Limited,  a 
shareholder  in  American  Factors,  Limited,  and  was  per¬ 
fectly  willing  to  asume  the  duties  of  second  vice  president 
without  remuneration,  and  the  secretarv  and  treasurer 
were  both  employees  of  American  Factors,  Limited,  and 
drew  their  compensation  from  that  source. 

I  have  before  me,  identified  and  now  offered  in  evidence, 


the  several  leases  under  which  the  Kekaha  Sugar  Company 
has  possession  of  its  cane  lands  on  the  Island  of  Kauai,  as 
follows : 


Exhibit  Lowrev  Xo.  3,  being  a  lease  agreement  from 
Annie  S.  Knudsen  to  the  Kekaha  Sugar  Company,  Ltd., 
dated  July  27, 1898,  and  covering  part  of  the  lands  involved 
in  this  case. 


Exhibit  Lowrev  Xo.  4,  being  an  agreement  between 
Annie  S.  Knudsenj  Augusta  F.  Knudsen,  and  Eric  A.  Knud¬ 
sen,  dated  November  11,  1907. 

Exhibit  Lowrev  Xo.  5.  Agreement  between  Augusta  F. 
and  Eric  A.  Knudsen,  assignee  to  the  Kekaha  Sugar  Com¬ 
pany,  dated  November  11,  1907. 

94  Exhibit  Lowrev  No.  6.  Renewal  or  extension  of 
the  original  lease  from  October  1,  1918  to  April  30, 
1920,  bearing  date  of  October  1,  1918. 

Exhibit  Lowrev  No.  7.  Confirmation  of  original  lease 
from  Annie  S.  Knudsen  pertaining  to  land  above  a  100-foot 
level,  being  dated  April  7,  1906. 

Exhibit  Lowrev  Xo.  8.  Extension  of  confirmation  of  lease 
dated  April  7,  1906,  covering  period  from  October  1,  1918 
to  April  30, 1920. 
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Exhibit  Lowrey  No.  9.  Assignment  of  Government  lease 
dated  November  25,  1918. 

Exhibit  Lowrey  No.  10.  Extension  of  one  year  by  the 
Territorial  Government,  bearing  date  of  November  30, j  1918. 

Exhibit  Lowrey  No.  11.  Original  lease  from  Commission 
of  Crown  Lands  of  the  Kingdom  of  Hawaii  to  Valclemar 
Knudsen,  bearing  date  of  June  1,  1890.  These  exhibits  are 
made  part  of  my  deposition.  The  foregoing  documents  are 
part  of  the  permanent  record  of  the  Kekaha  Sugar  'Com¬ 
pany  and  cover  in  a  general  way  the  lands  cultivated  by 
the  company  in  its  business  of  producing  sugar  cane.  In 
1908  the  Kekaha  plantation  lands  were  pointed  out  i|o  me 
when  I  visited  the  Island  of  Kauai,  and  I  have  subsequently 
gone  through  its  books  and  read  the  annual  reports  £oing 
back  almost  to  the  beginning  of  the  company. 

95  Referring  to  Exhibit  Lowrey  No.  2,  the  depreciated 
balances  of  physical  assets  at  the  beginning  of  !  1920 

were  $218,618.46.  ! 

Ordinarily  we  speak  of  seven  islands  in  the  Hawaiian 
group,  and  sugar  cane  in  volume  is  raised  on  four  of  these 
islands.  The  Island  of  Kauai  is  the  smallest  of  these  four 
islands  and  contains  some  500  to  550  square  miles.  !  The 
only  companies  producing  cane  and  manufacturing  sjugar 
on  Kauai  are  the  Kekaha  Sugar  Company,  Wiamea  Sugar 
Mill  Company,  Hawaiian  Sugar  Company,  Koloa  S^igar 
Company,  Lihue  Plantation  Company,  Makee  Sugar  (pom- 
pany,  Kilauea  Sugar  Company,  and  McBryde  Sugar  (Com¬ 
pany.  The  Kekaha  Sugar  Company  is  in  the  business 
of  raising  cane  and  manufacturing  sugar  therefrom,  and 

each  vear  a  certain  area  is  set  aside  on  which  cane  for 
* .  ] 
a  specific  year  is  raised.  The  balance  of  the  area  is!  de¬ 
voted  to  the  succeeding  crop.  It  requires  from  18  t<p  22 
months  to  raise  a  crop,  and  through  the  rotation  of  criops, 
approximately  one-half  of  the  area  is  immediately  pon- 
ditioned  for  raising  the  succeeding  crop.  Consequently, 
during  the  harvesting  period  there  are  three  crops  ui|der 
way,  the  crop  being  harvested,  the  crop  for  the  succeed¬ 
ing  year,  and  the  crop  for  the  next  succeeding  year, 
which  raised  on  the  land  from  which  the  crop  of  I  the 
current  year  has  just  been  harvested.  After  the  hardest 
the  cane  is  sent  to  the  mill  where  its  juice  is  extracted 

96  and  processed  into  raw  sugar.  The  Kekaha  Sugar 
Company  cane  fields  are  in  the  lowlands  and  exfend 
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on  the  upper  lantl^  to  an  elevation  of  about  1,800  feet,  while 
its  mill  is  located  in  the  easterly  portion  of  the  Kekalia 
plantation  and  handles  no  cane  except  from  its  own  planta¬ 
tion.  The  several  iother  companies  on  the  island  operate  in 
practicallv  the  same  wav.  In  addition  to  the  American  Fac- 
tors,  Ltd.,  the  other  principal  factors  or  agents  in  the 
Hawaiian  Islands  are  C.  Brewer  &  Company,  Castle  & 
Cooke,  Ltd.,  Alexander  &  Baldwin,  Ltd.,  and  T.  II.  Davies 
&  Company,  Ltd.  The  American  Factors  represent  eight 
sugar  companies,  Castle  &  Cooke,  three  companies,  Brewer 
Company  about  twelve  companies,  Alexander  &  Baldwin 
about  seven,  and  Davies  &  Company  about  eight  or  nine 


companies. 

The  svstem  that  is  followed  in  the  American  Factors  of- 
fice  is  to  have  the  plantations  prepare  their  annual  state¬ 
ments  and  forward  them  to  us  in  typewritten  form,  leaving 
out  a  few  of  the  final  closing  entries,  such  as  accrued  taxes 
and  the  adjustment  of  the  surplus  or  undivided  profit  ac¬ 
counts.  Those  are  gone  over  by  this  office  and  verified, 
arranged  and  then  sent  to  the  printers  and  the  printed  an¬ 
nual  reports  are  distributed  to  the  shareholders,  and  the 
detailed  annual  reports  which  are  prepared  for  the  officers 
of  the  company  and  agents  and  plantation  staff  are  likewise 
prepared  and  put  in  printed  form  and  eventually  delivered. 

The  other  agencies  follow  the  same  practice  and,  as  a 
result,  these  annual  reports  are  exchanged  with  the  excep¬ 
tion  of  the  reports  prepared  by  Davies  &  Company.  The 
seven  plantations  on  the  Island  of  Kauai  are  represented  by 
factors  as  follows:  The  Kekaha  Sugar  Company, 
97  Waimea  Sugar  Mill  Company,  Koloa  Sugar  Com¬ 
pany,  Lihue  Sugar  Plantation  Company,  Makee 
Sugar  Company,  are  all  represented  by  the  American  Fac¬ 
tors,  Ltd. ;  the  Hawaiian  Sugar  Company  and  the  McBryde 
Sugar  Company  are  represented  by  Alexander  &  Baldwin; 
and  the  Kilauea  Plantation  Company  is  represented  by 
Brewer  &  Company  and  is  the  second  smallest  company  on 
the  island. 

I  am  Treasurer  of  all  the  companies  on  the  Island  of 
Kauai  represented  by  the  American  Factors,  and  have 
before  me  the  several  audit  reports  made  by  them  for  the 
year  1920.  In  same  the  net  book  value  of  the  physical 
assets  of  each  of  the  companies  (other  than  the  Kekaha 
Company),  on  January  1,  1920,  is  shown  as  follows: 
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Waimea  Sugar  Mill  Go .  $246,535.62 

Hawaiian  Sugar  Co .  2,758,229  82 

McBryde  Sugar  Co .  4,303,351  17 


tve  for 


Koloa  Sugar  Co. 


842,710.30 


depreciation. 

$73,5pl  86 
1,222,314.87 
456,235  93 
77,4tl  6. 30 
116,169.91 


.  u . 


Liliue  Plantation  Co .  1,438,451  39 

Makee  Sugar  Co .  736,186.69  . 

Kilauea  Sugar  Co .  619,197.77  . 

Accrued  for  depreciation,  $803,703.61;  net,  $619,197 

I  believe  these  figures  to  be  correct  because  the  accounts 
were  audited  by  the  Audit  Company  of  Hawaii  aijid  its 
certificate  is  attached  to  same.  The  books  of  ac- 
98  count  showing  asset  accounts  of  these  companies  are 
on  the  several  plantations  about  90  miles  from  Jlono- 
lulu.  According  to  these  printed  annual  reports  fcfr  the 
year  1920,  the  sugar  production  of  the  seven  companies  and 
of  the  Kekaha  Sugar  Company  for  the  year  1920,  wtas  as 
follows : 


Kekaha  Sugar  Company .  18,540.5 

Waimea  Sugar  Mill  Company .  2,028 

Hawaiian  Sugar  Company .  18,378.55 

McBryde  Sugar  Company .  13,740 

Koloa  Sugar  Company .  6,976.81 

Lihue  Plantation  Company .  14,707.30 

Makee  Sugar  Company .  7,177.901 

Kilauea  Sugar  Company .  7,275.809 


Tons. 
1 1 

t  i 

t  i 

I  i 

I I 
1  i 
i  t 


The  several  companies,  excepting  the  Kilauea  ^ugar 
Company,  are  members  of  the  Hawaiian  Sugar  Planters’ 
Association,  which  recruits  necessary  labor  for  field  j  work 
and  distributes  the  labor  to  the  plantations,  as  required,  to 
the  extent  available.  On  all  the  Kauai  plantations,  thfe  pro¬ 
duction  processes  are  practically  the  same.  Each  depends 
upon  irrigation  systems  to  water  their  fields.  Kauai  is 
almost  a  round  island  with  precipitous  bluffs  on  the  North¬ 
westerly  coast,  running  upward  to  Mt.  Waialeale.  jTliese 
bluffs  are  divided  by  large  and  deep  valleys,  and  thp  bal¬ 
ance  of  the  island  slopes  gradually  to  the  upper  point. 
The  top  of  Mt.  Waialeale  is  flat  and  contains  a  large  s\|ramp, 
with  a  rainfall  of  about  600  inches  per  year,  one  <}f  the 
heaviest  in  the  world.  The  flat  area  serves  as  a  reservoir 
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which  stores  the  water  until  through  gravity  it  Hows 
99  down  through  the  various  depressions  onto  the  lower 
terrain.  There  are  no  sugar  plantations  in  those 
higher  areas  of  the  island,  and  the  mountain  water  is  relied 
upon  to  a  certain  extent  for  irrigation  by  the  plantations, 
although  several  have  also  resorted  to  wells  and  pumping. 
Each  plantation  has  its  own  mill. 

The  witness  testified  further: 


“Q.  What  points  of  similarity  or  dissimilarity  exist  with 
reference  to  the  processes  of  manufacture  as  between  the 
several  companies?  A.  So  far  as  T  know  they  are  prac¬ 
tically  identical. 

Q.  What  is  the  fact  as  to  the  period  of  the  year  during 
which  the  crops  are  raised  and  harvested?  A.  The  cane  is 
being  raised  throughout  the  entire  year,  on  account  of  the 
crop  system,  more  than  one  crop  in  the  ground  at  the  time. 
The  harvesting  period  is  about  the  same  on  all  plantations, 
starting  somewhere  around  the  first  of  December  as  an 
average,  and  continuing  through  to  July.  At  times  a  plan¬ 
tation  will  start  in  a  little  earlier  than  that  period,  owing 
to  climatic  conditions  of  the  plantation  itself,  wherein  the 
cane  may  ripen  a  little  earlier  in  one  plantation  than  an¬ 
other,  owing  to  the  fact  that  the  weather  may  have  been  a 
little  drier  than  another  and  therefore  the  cane  being  a 
little  bit  riper. 

Q.  What  I  wanted  to  do  was  to  have  you  compare  the 
crop  growing  conditions  of  the  several  plantations  and  to 
state  their  points  of  similarity  or  dissimilarity.  A.  The 


cane  land  on  the  Island  of  Kauai,  starting  from  the  planta¬ 
tion  in  question,  at  this  time,  Kekaha,  starts  on  the  south¬ 
western  point  of  the  Island,  and  continues  all  along  the 
southern  coast  up  the  eastern  coast,  the  last  plantation 
being  located  at  the  northeastern  point,  Kilauea.  The 
plantations  are  all  located  along  the  coast  line  and  the  cane 
does  not  go  higher,  I  believe,  than  an  elevation  of  about 
1,800  feet.  As  mentioned  before,  the  plantations  draw  on 
the  mountain  supply  of  water,  with  the  exception  of  the 
small  amount  of  pumping  that  is  done,  for  irrigation  pur¬ 
poses.  The  plantations  situated  on  the  eastern  side  of  the 
Island  are  subject  to  more  rainfall  than  those  on  the 
100  southern  coast.  On  the  other  hand,  those  on  the 
southern  coast  are  subject  to  a  warmer  climate, 
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which  is  more  advantageous  to  the  growth  of  can(3.  The 
fertility  of  the  land  in  many  sections  is  about  tli^  same. 
There  are  bound  to  be  slight  discrepancies.  The  cane  on 
the  eastern  coast  is  subject  to  more  winds  than  it  i,s  along 
the  southern  coast,  but,  on  the  whole,  the  various  areas  are 
in  many  wavs  similar.” 

All  the  sugar  manufactured  by  each  of  above  companies 
is  sold  on  the  San  Francisco  market.  After  inspection  at 
San  Francisco,  a  credit  is  entered  for  same  of  75%  of  the 
market  price  for  the  ten  preceding  market  days  and  the 
remaining  25%  is  pooled  and  this  pool  is  divided  at  the  end 
of  the  year  among  the  plantations  on  the  basis  of  the  ton¬ 
nage  shipped  by  each  of  them. 

The  departmental  letters  as  to  tax  determinations  for 
t he  year  1920  of  the  seven  companies  are  in  the  custody  of 
Mr.  C.  R.  Linden. 

The  witness  testified  further: 

“Q.  What  was  the  amount  of  cash  on  hand  and  in  bank 
of  the  Kekaha  Sugar  Co.,  December  31,  1919?  A.  $42,- 
444.80.  "  j 

Q.  What  was  the  gross  income  of  this  company  fof  1920? 
A.  From  all  sources? 

Q.  Yes.  A.  $3,861,594.65. 

Q.  Compared  to  the  size  of  the  business,  is  that  a  large 
working  cash  balance,  or  a  small  one?  A.  jit  is  a 
101  small  cash  balance. 

Q.  Can  you  explain  why  that  was  true  of  this  com¬ 
pany  in  1920?  A.  Yes,  because  these  plantations,  tjirough 
their  agreement  with  their  agents,  rely  on  the  agents  to 

finance  them  if  it  become  necessary  for  them  to  do  so. 

•  # 

Q.  How  is  that  financing  effected?  A.  By  carrying  an  ac¬ 
count  with  the  agent.  The  agent  on  the  contract  is  charged 
with  the  duty  of  selling  the  sugar  and  collecting  the  pro¬ 
ceeds,  which  it  holds,  and  in  turn  takes  and  honors  ^11  the 
drafts  that  the  plantation  issues  upon  it  for  the!  funds 
needed  there,  and  for  such  other  purposes  as  the  directors 

mav  from  time  to  time  authorize. 

•/ 

Q.  What  was  the  custom  prevailing  in  1919  and  for  the 
years  immediately  preceding  that  year,  as  to  advancing 
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money  for  goods,  wares  and  merchandise,  by  the  factor  for 
the  operating  company?  A.  Whenever  the  plantation  is  in 
need  of  supplies,  no  matter  what  they  may  be,  in  the  way 
of  fertilizers  or  repairs,  equipment  for  their  mill,  or  bags 
or  twine,  or  whatever  they  need,  the  plantation  writes  to 
the  agent  to  procure  the  required  goods  for  it.  The  goods 
are  procured  and  forwarded  to  the  plantation,  and  the 
plantation’s  account  is,  in  turn,  charged  with  the  cost  of 
materials. 

Q.  Did  the  condition  you  have  just  described  exist 
throughout  the  year  1920?  A.  In  regard  to  the  purchasing 
of  supplies  ? 

Q.  Yes.  A.  Yes,  sir. 

Q.  And  the  other  conditions  you  have  just  mentioned? 
A.  Yes,  sir.” 

102  I  have  here  and  offer  in  evidence  a  copy  of  the 
Articles  of  Incorporation  of  the  Kekaha  Sugar  Com¬ 
pany,  as  certified  by  the  Interior  Department  of  the  island 
where  the  original  copy  is  retained,  and  file  this  copy  as 
part  of  my  testimony,  marked  for  identification,  Exhibit 
Lowery  No.  12.  In  same  appears  a  list  of  property  paid  in 
for  stock.  The  total  amount  shown  in  same  appears  on  the 
company  books,  but  not  the  several  items,  except  that  the 
item  shown  as  value  of  leasehold  interests,  including  an 
option  on  new  lease  for  20  years,  does  not  appear  on  the 
books.  The  Bureau  of  Internal  Revenue,  so  far  as  I  know, 
has  never  questioned  the  value  of  the  other  assets  than 
leaseholds  as  placed  upon  the  books  at  the  time  of  organiza¬ 
tion  of  the  company. 

I  have  here  a  statement  of  a  claim  for  the  deduction  from 
income  of  amortization  of  leasehold  values  and  offer  same 
in  evidence,  marked  for  identification  Exhibit  Lowrey  No. 
13.  The  Kekaha  Sugar  Company  records  show  that  it  did 
not  receive  any  of  the  plantation  profits  for  the  year  1898. 
When  the  American  Factors  took  over  Hackfeld  &  Com¬ 
pany,  it  acquired  some  of  the  books  of  the  old  organization 
and  these  have  been  in  my  custody.  In  the  private  journal 
of  H.  Hackfeld  &  Company,  the  stock  and  bond  account 
is  debited  in  the  General  Ledger  as  of  April  18,  1899  with 
$95,000  and  the  book  entry  of  the  same  date  explains  this 
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as  “a  purchase  from  F.  W.  Meier  of  300  shares  bf  the 
capital  stock  of  the  Kekaha  Sugar  Company.  ”|  Like- 
103  wise  on  August  31, 1898  the  same  account  was  djebited 
with  $173,947.20,  and  the  journal  tor  the  samb  date 
shows  this  item  to  have  consisted  of  the  following  pur¬ 
chases  : 


25  Sh.  Pac.  Cvcle  &  Mfu*.  Co. 


$855 . 00 


400  Shares  Kipahula  S.  Co .  40J000.00 

I  Bond  Oahu  R  &  L  Co .  100.00 

7  Haw.  Gov.  6%  Bonds .  7^000.00 

II  Shares  Ha.  Elec.  Co .  1992.20 

250  Shares  Koloa  Sugar  Co .  25J000.00 


800  Shares  Kekaha  S.  Co. 


lOOjOOO.OO 


And  extended  out 


$173^947.20 


I  have  prepared  schedules  from  its  books  of  the  Kekaha 
Sugar  Company  income  and  assets  employed  in  its  business 
for  the  years  1908  to  1912,  inclusive,  which  I  offer  in  evi¬ 
dence,  marked  for  identification  Exhibit  Lowrey  No.  14.  I 
also  offer  a  similar  statement  for  the  years  1913  t<}  1917, 
inclusive,  which  I  offer  in  evidence  as  Exhibit  Lowrby  No. 
15.  In  Exhibit  No.  14,  income  shown  by  the  books  for  each 
year  is  increased  by  amounts  expensed  for  clearing  and 
reclaiming  land  during  each  year.  Adjustment  is  made  for 
additional  depreciation  and  amortization  as  based  ujjon  re¬ 
vised  schedules  prepared  by  Mr.  Linden.  Small  diyidend 
receipts  and  sinking  fund  receipts  have  also  been  elimi¬ 
nated.  The  income  tax  matters  of  the  company  have  been 
handled  by  Mr.  C.  R.  Linden,  who  is  familiar  with  the  other 
items  shown  in  these  schedules. 

I  now  offer  in  evidence  a  schedule  marked  Exhibit^  Low¬ 
rey  No.  16,  showing  sales  of  the  company  stbck  on 
104  the  local  exchange  during  1912  and  1913.  Thb  capi¬ 
tal  stock  was  increased  on  November  1,  1912  from 
$800,000  to  $1,500,000  by  a  stock  dividend.  1 

On  December  31,  1912  leaseholds  were  not  shown  jin  the 
company  balance  sheet,  and  its  liabilities  are  staged  as 
follows : 
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Liabilities,  Outstanding  Drafts .  $16,246.12 

Sundry  Creditors  .  3,666.73 

Wages  due  laborers .  4,615.55 

Sugar  sold,  1913  crop .  418.90 

Capital  Stock  .  $1,500,000.00 

Balance  to  Profit  &  Loss .  .  .  10,462.70 

-  1,510,462.70 


Giving  a  grand  total  of .  $1,535,410.00 

In  the  absence  of  Mr.  G.  P.  Wilcox,  Secretary,  I  act  as 
Secretary,  and  at  the  Directors’  meeting  of  December  3, 
1918  the  minute  book  shows  the  following  proceedings  con¬ 
cerning  purchase  of  the  one  month  leasehold  reverson  and 
commutation  of  rent: 

(Reading:)  “In  connection'  with  the  transfer  of  the 
Knudsen  interests  to  Kekalia  Sugar  Co.,  Ltd.,  Mr.  Bottom- 
ley  submitted  for  approval  (1)  Assignment  of  Lease  from 
Augustus  F.  Knudsen  and  Eric  A.  Knudsen,  to  Kekalia 
Sugar  Co.,  Ltd.,  (2)  Grants  of  Rights  of  Way  from  Annie 
S.  Knudsen  to  Kekalia  Sugar  Co.,  Ltd.,  and  (3)  lease  from 
Kekalia  Sugar  Co.,  Ltd.,  to  Augustus  F.  Knudsen  and  Eric 
A.  Knudsen,  and  i stated  in  regard  thereto  that  Kekalia 
Sugar  Co.,  Ltd.,  holds  a  sub-lease  from  the  Knudsens  under 
Crown  Lands  Lease  No.  164,  to  V.  Knudsen,  which  is  due 
to  expire  on  May  1,  1920,  or  one  month  before  the  ex- 
105  piry  of  said  Crown  Lands  Lease  No.  164,  from  the 
Government  to  the  Knudsens.  The  Agents  were  in¬ 
formed  by  the  Territorial  Government  that,  if  Kekalia 
Sugar  Company  were  in  possession  of  the  lease  at  the  date 
of  the  expiry  of  said  Government  Lease,  a  renewal  for  one 
year  thereafter  would  probably  be  granted  to  Kekalia  by 
the  Territorv  of  Hawaii.  Negotiations  were  then  under- 
taken  to  secure  the  Knudsen  interests  up  to  the  expiry  of 
the  Government  Lease. 

A  statement  which  had  been  prepared  by  Mr.  H.  P.  Faye 
and  Mr.  George  N.  Wilcox  was  then  submitted,  showing  an 
estimated  rental  coming  to  the  Knudsens  for  the  next  year 
and  a  half  to  May  1st,  1920,  of  $220,000,  and  $30,000  for  the 
last  month,  which  it  was  advisable  for  Kekalia  to  acquire, 
making  $250,000  in  all,  which  amount  Mr.  Faye  suggested 
shoidd  be  offered  to  the  Knudsens. 
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Mr.  Bottomlev  further  stated  that  after  negotiations,  the 

*  O  7 

sum  of  $240,000  had  been  finally  agreed  to  by  the;  Knud- 
sens  as  the  price  at  which  they  would  sell  out  their  interest 
in  the  Government  lease,  the  plantation  in  turn  agreeing  to 
sub-lease  to  Knudsen  Brothers,  for  the  term  of  the  Govern- 

7  #j 

ment  Lease,  certain  portions  used  by  them  as  theijr  home¬ 
stead  and  in  connection  with  their  ranch  business);.  Mrs. 
Annie  S.  Knudsen  has  also  agreed  to  grant  peipnanent 
Rights-of-Way  over  her  land  at  Kikiola  and  Malama,  for 
plantation  railroad  aiid  flume  lines,  in  return  for  which  she 
is  to  have  certain  water  and  electric  light  privileges  sup¬ 
plied  to  her  by  the  plantation.  The  negotiations  were 
handled  by  Judge  Lindsay  and  Mr.  Holmes  for  the  planta¬ 
tion,  and  Judge  Whitney  and  Mr.  Sutton,  of  the  Bishop 
Trust  Company,  Ltd.,  for  the  Knudsens. 

Mr.  Bottomlev  also  stated  that  the  Land  Commissioner 
has  consented  to  give  Kekaha  a  year’s  extension  of  the 
lease  up  to  June  1,  1921,  Kekaha  to  pay  5%  of  the  iiet  pro¬ 
ceeds  of  the  sugar  as  shown  by  Account  Sales,  after j  deduct¬ 
ing  freight  and  all  marketing  expenses, 

106  Mr.  Von  Holt  thought  it  was  a  verv  sati$factorv 
settlement  and  an  arrangement,  on  the  consumma¬ 
tion  of  which  Kekaha  Sugar  Company  is  to  be  congratu¬ 
lated.  | 

Mr.  Bottomlev  thereupon  offered  and  moved  flip  adop¬ 
tion  of  the  following  resolution,  authorizing  the  purchase 
of  the  remainder  of  the  term  of  Government  Lease  No.  164, 
of  June  1,  1890,  from  Augustus  F.  Knudsen  and  Eric  A. 
Knudsen,  in  consideration  of  $240,000  (two  hundred  and 
forty  thousand  dollars),  and  authorizing  the  proper]  officers 
of  the  company  to  execute  the  assignment  of  lease,  Viz: 

Resolution. 

I 

i 

Whereas,  Augustus  F.  Knudsen  and  Eric  A.  Knudsen, 
assignees  of  that  certain  lease,  dated  June  1,  1890,  by  and 
between  the  Commissioners  of  Crown  Lands,  as  lessors, 
and  V.  Knudsen,  as  lessee,  have  offered  for  a  consideration 
of  Two  hundred  and  forty  thousand  dollars,  to  assign, 
transfer,  and  set  over  and  convey  to  the  Kekaha  Sugar 
Company,  Limited,  all  the  rest  and  remainder  of  t}ie  term 
of  said  lease  yet  to  follow  and  unexpired,  i.  e.,  the  full 
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balance  of  the  term  of  said  lease  of  thirty  years,  from  June 
1,  1890;  and 

Whereas,  it  is  desirable  and  to  the  best  interests  of  the 
Kekaha  Sugar  Company,  Limited,  to  acquire  the  remainder 
of  the  term  of  said  lease 

Xow,  therefore  be  it  resolved  bv  the  Board  of  Directors 
of  Kekaha  Sugar  Company,  Limited,  in  meeting  duly  as¬ 
sembled  this  3rd  day  of  December,  1918,  that  the  offer  of 
the  said  Augustus  F.  Knudsen  and  Eric  A.  Knudsen,  be 
and  the  same  is  hereby  accepted;  and 

Be  it  further  resolved  that  the  proper  officers  of  the 
company  be  and  hereby  are  authorized  and  directed  to  sign 
and  execute  for  arid  on  behalf  of  the  company,  the  assign¬ 
ment  of  lease,  in  the  form  prepared  and  submitted,  a  copy 
whereof  markef  4  Exhibit  A,  Meeting  of  December  3, 
107  1918’,  is  hereby  ordered  tiled  with  the  records  of  the 

Secretary  of  the  company  and  by  this  reference  made 
a  part  hereof. 


which  motion  was  seconded  bv  Mr.  Trent,  and  unani- 
mously  carried,  the  resolution  being  thereby  adopted. 

Mr.  Von  Holt  next  offered  and  moved  the  adoption  of  the 
following  resolution,  accepting  grant  by  Annie  S.  Knudsen 
of  Kights-of-Way  for  railroad  and  flume  purposes  over  her 
land  at  Kikiola  and  Malama,  in  perpetuity,  in  consideration 
of  certain  water  and  electric  light  privileges  to  be  supplied 
to  her  by  the  plantation  and  authorizing  the  proper  officers 
to  execute  said  agreement,  viz: 

Resolution. 


Whereas,  Annie  S.  Knudsen  is  the  owner  of  certain  lands 
in  the  District  of  Waimea,  Island  of  Kauai,  over  and  across 
which  the  Kekaha  Sugar  Company,  Limited,  is  maintaining 
and  operating  a  plantation  railway  and  flume  system ;  and 
Whereas,  said  Annie  S.  Knudsen  has  offered  to  grant 
to  the  Kekaha  Sugar  Company7,  Ltd.,  certain  Right  s-of- 
Wav  for  said  railway  and  flume  svstem  in  consideration, 
among  other  coveriants,  that  the  Kekaha  Sugar  Company, 
Limited,  supply  her  or  Eric  A.  Knudsen  (but  not  to  each), 
free  of  charge,  up  to  and  including  the  31st  day  of  May, 
1920,  electric  current  from  its  hydro-electric  power  plant 
at  Waiawa,  up  to  and  not  to  exceed  7-%  (seven  and  one- 
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half)  H.  P.,  for  use  by  them  at  their  respective  residences 
at  Waiawa  and  Hoea,  and  continue  to  supply  electijic  cur¬ 
rent  in  the  manner  aforesaid  so  long  from  and  after  the 
said  31st  day  of  May,  1920,  as  the  Kekaha  Sugar  Company, 
Limited,  holds  and  enjoys  the  said  Rights-of-Way,  and 
owns  and  controls  the  said  hydro-electric  power  pjlant  at 
Waiawa;  except,  however,  that  after  the  said  31st  day  of 
May,  1920,  the  company  shall  be  entitled  to  and  receive 
payment,  computed  and  payable  quarterly  each  y^ar  for 
the  electric  current  so  supplied,  at  the  rate  of  2-1/*>  (t]wo  and 
one-half)  cents  per  kilowatt  hour; 

108  Xow,  therefore,  be  it  resolved  by  the  Board  of 
Directors  of  the  Kekaha  Sugar  Company,  Limited, 
in  meeting  duly  assembled  this  3d  day  of  Decembeif,  1918, 
that  the  offer  of  said  Annie  S.  Knudscn  be  and  the  iame  is 
hereby  accepted  and  that  the  proper  officers  of  the  cqmpany 
be  and  hereby  are  authorized  and  directed  to  execute,  seal, 
and  deliver  for  and  on  behalf  of  the  company,  the  Agree¬ 
ment  of  Grant  of  Right-of-Way,  in  the  form  as  prepared 
and  submitted,  a  copy  whereof  marked  6  Exhibit  B,  Meeting 
of  December  3,  1918’,  is  hereby  ordered  filed  with  the 
records  of  the  Secretary  of  the  company,  and  by  thi^  refer¬ 
ence  made  a  part  hereof. 

The  motion  for  the  adoption  of  the  resolution  was  sec¬ 
onded  by  Mr.  Wilcox,  and  unanimously  carried,  qnd  the 
resolution  was  thereby  adopted.’ ’ 

The  annual  reports  received  from  the  plantations  are 
complete  except  as  to  accruals  of  income  taxes  paiji  or  to 
be  paid,  which  are  figured  out  in  my  office  and  forivarded 
to  the  plantations  for  entry  upon  their  books.  Their  state¬ 
ments  are  completed  in  my  office  with  the  entries  forivarded 
to  them,  and  are  then  published  and  become  a  definite  part 
of  the  records  of  the  Corporation. 

I  have  here  and  read  in  evidence  a  receipt  for  $^40,000 
paid  on  December  4,  1918,  for  the  account  of  the  Kekaha 
Sugar  Company  in  full  for  assignment  by  the  Knussens  of 
the  remaining  term  of  Government  Lease  No.  164,  dated 
June  1,  1890,  and  offer  same  in  evidence  marked  Exhibit 
Lowrey  No.  17. 

For  the  several  companies  the  net  profit  per  ton  'subject 
to  taxes  for  the  year  1920  is  as  follows : 
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109  Kekaha  Sugar  Company . .  .  $147.05 

Waimea  Sugar  Mill  Company . 131.52 

Hawaiian  Sugar  Company . 119.48 

McBryde  Sugar  Company .  72.82 

Koloa  Sugar  Company .  85.54 

Lihue  Plantation  Company .  104.32 

Makee  Sugar  Company .  55.63 


( Cross-examination : ) 

Tn  1920  the  American  Factors,  Ltd.,  owned  4,432  shares 
of  the  15,000  shares  of  the  Kekaha  Sugar  Company  stock 
which  was  outstanding,  but  1  do  not  know  whether  or  not 
its  directors,  officers,  or  stockholders  also  owned  stock  in 
the  Kekaha  Sugar  Company.  The  American  Factors 
owned  one  of  the  Waimea  Sugar  Mill  Company  in  1920;  it 
was  all  owned  bv  H.  P.  Fave  and  his  familv.  Mr.  Fave  is 
the  manager  of  the  Kekaha  Sugar  Company.  The  Ameri¬ 
can  Factors  in  1920  owned  5,005  shares  of  the  10,000  shares 
outstanding  of  the  Koloa  Sugar  Company  and  owned  13,111 
shares  of  the  30,000  shares  outstanding  of  the  Lihue  Plan¬ 
tation  Company.  They  also  owned  a  controlling  interest  in 
the  Makee  Sugar  Company,  and  stockholders  in  the  Ameri¬ 
can  Factors,  Ltd.  owned  sufficient  stock  in  the  Lihue  Planta¬ 
tion  Company  to  give  control  of  that  company.  (The  officers 
and  directors,  in  1920,  of  the  American  Factors  and  of  the 
five  sugar  companies  for  which  it  was  agent,  were  stated 
by  the  witness.) 

The  witness  testified  further: 


“Q.  It  appears  from  the  lists  which  you  have  just  given 
that  the  officers  and  directors  of  each  of  the  five  plantations 
in  the  Island  of  Kauai  have  a  personnel  quite  similar 
110  to  each  other  and  to  that  of  the  American  Factors, 
Limited.  Is  that  not  customary  on  the  Hawaiian 
Islands  with  regard  to  the  agencies  in  their  relations  to  the 
sugar  plantations  which  they  represent  ?  A.  I  have  never 
checked  up  the  entire  list  of  officers  of  the  other  sugar 
companies,  or  the  officers  and  directors,  with  their  respec¬ 
tive  officers  and  directors  of  the  factors, — or  we  will  call  it, 
the  agents  who  represent  them. 

Q.  Your  understanding  is,  however,  is  it  not,  that  there  is 
a  similarity?  A.  There  are  some  of  the  officers  of  the 


ROBERT  II.  LUCAS,  COMMISSIONER,  ETC. 


73 


i 

agents  on  the  plantation  boards,  but  just  how  far  it  |goes  I 
do  not  know ;  I  have  never  made  a  check. 

Q.  Isn’t  it  a  fact  that  during  the  year  1920,  as  well  as 
prior  and  subsequent  thereto,  that  the  policies  and  proce¬ 
dure  of  the  five  companies  which  the  American  Tractors 
represent  on  the  Island  of  Kauai  was  dictated  and  con¬ 
trolled  entirelv  by  the  American  Factors,  Limited?  A.  No, 
it  was  not ;  the  questions  as  they  came  up  would  be  brought 
up  before  the  various  boards  of  directors  of  the  sugar 
companies. 

Q.  Isn’t  it  a  matter  of  fact  that  before  any  expenditure 
of  any  importance  is  made,  or  even  before  that  expenditure 
is  allocated  to  a  given  account,  in  the  year  1920,  that! it  had 
to  be  approved  by  the  American  Factors,  Limited?  A.  No, 
not  necessarily.  The  questions  would  arise  on  the  planta¬ 
tion,  and  as  one  of  the  duties  of  the  American  Factors  as 
agents  for  these  companies,  if  it  required  special  informa¬ 
tion  to  be  given  out,  such  as  to  prepare  figures  that  were  a 
cost  of  the  installation  of  new  machinery,  or  if  it  required 
some  special  work  to  make  up  a  report,  or  a  recommenda¬ 
tion  or  something  like  that,  those  preliminary  steps  at  times 
would  be  made  before  the  meetings  and  then  submitted  to 
the  Board,  or  as  questions  are  brought  up  that  require  spe¬ 
cial  investigation  before  action  is  taken  on  it  is  very  often 
referred  to  the  agents  for  a  report,  as  the  directors 
111  of  the  plantations  know  that  the  agents  hajre  the 
facilities  for  getting  the  information  together  that 
they  desire. 

Q.  Who  hires  the  managers  on  these  five  plantations  on 
the  Island  of  Kauai?  A.  The  directors. 

Q.  Of  what?  A.  Of  the  various  companies  who  may  do 
the  hiring. 

Q.  Does  that  have  to  be  approved,  or  is  it  ever  approved 
by  the  directors  of  the  American  Factors?  A.  Not  bv  the 
directors  of  the  American  Factors,  necessarily. 


Q.  Is  it  ever  approved  by  those  directors?  A.  I 


not.  Not  in  their  capacities  as  directors  of  the  American 
Factors.  It  is  not  brought  up  before  the  Board  of  the 
American  Factors. 

Q.  It  is  approved  then  by  the  same  individuals  wlio  con¬ 
stitute  the  Board  of  Directors  of  the  American  Factors, 
only  they  act  in  their  capacity  of  directors  for  the  sugar 


think 
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companies?  A.  In  certain  instances,  but  in  that  case  there 
are  men  on  the  boards  of  the  various  sugar  companies  which 
are  not  members  of  t lie  board  of  the  American  Factors,  al¬ 
though  they  may  in  some  instances  hold  a  dual  position.  In 
other  words,  a  man  may  be  a  director  of  more  than  one  com¬ 
pany. 

Q.  Isn’t  it  a  fact,  Mr.  Lowrey,  that  all  the  important 
policies  and  steps  of  each  of  these  five  plantations  during 
the  year  1920,  as  well  as  prior  to  and  subsequent  thereto, 
was  determined  bv  the  men  who  constituted  the  Board  of 
Directors  of  the  American  Factors?  A.  No,  not  neces¬ 
sarily,  because  there  are  certain  others  in  the  employ 
112  of  the  American  Factors  who  are  employed  on  ac¬ 
count  of  their  special  knowledge  of  certain  subjects 
that  might  contribute  very  materially  to  reports  that  would 
be  submitted  to  the  board  of  directors  of  the  sugar  company 
for  final  action. 

Q.  Read  the  question.  (Reporter  reads  preceding  ques¬ 
tion.)  Add  to  that,  ‘Officers  and  directors’  of  the  American 
Factors.  A.  No,  because  as  I  state,  in  all  of  these  policies 
which  have  been  adopted  by  plantations  from  time  to  time 
the  suggestions  made  come  from  people  resident  on  the 
Island  of  Kauai,  and  the  initial  step  which  would  bring  up 
the  subject  was  from  the  residents  on  the  Island  of  Kauai, 
who  may  not  be  connected  in  any  way  with  the  American 
Factors. 

Q.  But  before  the  final  action  is  taken  it  must  have  come 
either  before  the  board  of  directors  of  the  sugar  plantation 
or  the  board  of  directors  of  the  American  Factors,  isn’t 
that  true?  A.  It  would  come  before  the  directors  of  the 
sugar  company  who  had  the  question  to  decide. 

Q.  And  the  personnel  of  those  is  similar  to  the  personnel 
of  the  American  Factors?  A.  Some  of  the  American  Fac¬ 
tors  board  are  on  the  sugar  plantation  board,  yes. 

Q.  Most  of  them  are  on  the  sugar  plantation  board  of 
directors,  aren’t  they?  A.  On  the  board  of  directors;  there 
are  a  considerable  number;  whether  there  is  a  majority  all 
.  throu^  h  or  not  I  do  not  know  without  checking 

it  up.” 

In  3920  H.  P.  Faye,  manager  of  the  Kekaha  Sugar  Com¬ 
pany,  received  a  salary  of  $7,500  a  year  and  a  bonus  of 
$6,253.95. 
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Our  plantations  on  the  Island  of  Kauai,  in!  1920, 
113  had  managers.  The  duties  of  the  managers  arp  gen¬ 
eral  supervision  of  the  plantation.  They  ate  the 
executive  heads  of  the  plantation,  so  far  as  the  running  of 
the  plantation  is  concerned.  In  the  ordinary  course  of  busi¬ 
ness,  the  manager  has  the  actual  management  of  the  planta¬ 
tion  during  the  year.  If  there  are  questions  which  iilvolve 
a  large  expenditure  of  money  or  particular  instance^  arise 
which  should  be  reported  to  the  board  of  directors  foi[  their 
consideration  or  for  help  and  guidance,  those  matters  are 
brought  before  the  board  of  directors  at  their  various  meet¬ 
ings.  The  office  of  manager  of  the  Kekalia  plantation  was 
considered,  in  1920,  an  official  position  of  that  company. 

Tn  1920  no  salaries  were  paid  to  the  officers  of  the  Wjaimea 
Sugar  Company,  Koloa  Sugar  Company,  Li  hue  Sugar  Plan¬ 
tation  Company,  and  the  Makee  Sugar  Company.  In  1920 
Mr.  G.  N.  Wilcox  was  president  of  the  Kekalia  Sugar  Com¬ 
pany.  He  was  then  81  years  old  and  resided  on  Kauai. 
Mr.  G.  N.  Wilcox,  the  president  of  petitioner  company,  did 
not  devote  a  large  amount  of  active  time  to  the  affairs  of 
the  company  unless  it  was  in  consultation  with  Mr.j  Faye 
on  the  plantation.  He  did  not  devote  a  great  deal  of  time  to 
the  meetings  held  during  the  year  1920  in  Honolulu.  He  is 
not  a  resident  of  the  Island  of  Oahu. 

114  Mr.  H.  P.  Faye  was  Vice  President  and  manager 
of  the  company  and  devoted  practically  all  his  time 
to  these  duties.  He  received  his  salary  and  bonus  as  man¬ 
ager.  His  managerial  work  required  most  of  his  tim<p  He 
was  a  substantial  stockholder  in  the  company  and  had  no 
other  business  interests,  except  the  Waimea  Sugar  Com¬ 
pany,  of  which  he  was  the  manager.  Mr.  George  Sherman, 
the  second  vice  president  of  the  company,  resides  in  Hono¬ 
lulu  and  is  65  years  old.  Mr.  Sherman  was  65  years  old  in 
1920.  I  do  not  know  whether  he  went  to  Kauai  in  1920,  and 
his  duties  did  not  take  a  great  deal  of  his  time.  He  was 

chairman  of  the  board  of  the  American  Factors,  from  which 

* 

he  only  received  director’s  fees.  Mr.  Sherman  has  retired. 
I  do  not  know  that  h£  devoted  any  particular  time  t|o  any 
organization  in  which  he  was  interested.  He  had  Retired 
prior  to  1920.  Mr.  G.  P.  Wilcox,  secretary,  resides  in 
Honolulu,  where  he  is  manager  of  the  plantation  depart¬ 
ment  of  the  American  Factors,  and  he  spends  one-third  of 
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his  time  visiting  the  various  plantations.  His  salary  and 
bonus  from  the  American  Factors  for  1920  was  $10,000 
plus  a  bonus  of  $4,000.  For  the  year  1920  I  received  a 
salary  of  $7,500  and  a  $2,910  bonus  from  the  American 
Factors,  Ltd.,  and  my  time  was  divided  in  work  for  the 
various  plantations.  In  1920  all  of  the  officers  of  petitioner 
who  gave  time  t6  its  affairs  received  substantial  salaries 
from  other  sources.  As  to  the  other  plantations,  the 

115  condition  was  substantially  the  same.  Except  the 
Brewer  plantations,  no  salaries  were  paid  to  prac¬ 
tically  any  of  the  officers  of  the  several  plantations  on 
Kauai. 

In  1920  all  of  the  officers  of  the  Kekalia  Sugar  Company 
received  substantial  salaries  from  other  sources.  How¬ 
ever,  they  gave  some  time  to  the  affairs  of  that  company. 
It  is  not  true  that  they  were  paid  no  salaries  by  the  peti¬ 
tioner  company  for  1920  because  they  did  not  earn  such 
salaries.  The  reason  was  that  their  remuneration  came 
from  other  sources.  The  majority  of  their  time  was  given 
to  the  other  interests,  except  for  the  plantation  manager, 
Mr.  Faye,  who  received  a  salary  of  $13,000  plus,  as  manager 
of  the  petitioner  company.  The  conditions  relating  to  sal¬ 
aries  of  officers  of  the  Kekalia  Sugar  Company  for  1920 
were  exactly  similar  to  the  conditions  regarding  the  salaries 
of  officers  of  the  other  four  plantations  on  the  Island  of 
Kauai  represented  by  the  American  Factors,  except  that  the 
manager's  salarv  and  bonus  mav  have  been  different  with 
the  other  plantations.  As  to  the  other  plantations,  the 
managers  received  good  salaries,  and  1920  happened  to  be 
a  good  vear  and  they  received  larger  bonuses  for  that  vear 
than  they  have  lever  received  in  the  past  or  since  that 
year.  I  do  not  know  what  salaries,  for  1920,  were  paid  to 
the  officers  of  the  Hawaiian  Sugar  Company,  the 

116  Kilauea  Sugar  Company,  or  the  McBryde  Sugar 
Company,  i  My  understanding  is  that  some  of  the 

Brewer  Plantations  pay  salaries  to  their  officers,  but  what 
they  amount  to  and  how  many  theyjoay,  I  do  not  know. 

I  am  not  an  officer  of  the  Hawaiian  Sugar  Company  but 
my  understanding  is  that  that  company  leases  the  main 
part  of  its  land  from  a  partnership  known  as  Gay  &  Robin- 
son  and,  as  rental,  turns  over  to  that  partnership  a  per¬ 
centage  of  the  sugar  production.  Gay  &  Robinson  also 
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produce  sugar  on  lands  that  they  cultivate,  the  cane  from 
which  is  manufactured  into  sugar  by  the  Hawaiian  Siigar 
Company.  Gay  &  Robinson  pay  the  Hawaiian  Sugar  Com¬ 
pany  a  certain  portion  of  their  sugar  to  cover  the  copt  of 
manufacturing  their  cane  into  sugar.  The  figure  men¬ 
tioned  in  my  testimony  previously  was  the  amount  wfhicli 
would  represent,  as  1  gathered  from  the  report  of  the 
Hawaiian  Sugar  Company,  what  its  net  tonnage  was  for 
the  year. 

The  Rice  interests  on  Kauai,  that  is,  the  Rice  fafiaily, 
operate  what  they  term  the  Kipu  Plantation.  They  |*aise 
cane;  and  the  same  is  true  of  Mr.  G.  N.  Wilcox’s  planta¬ 
tion,  which  is  known  as  the  Grove  Farm  Plantation.  Mr. 
Broadbent  is  the  manager  of  Grove  Farm  Plantation, 
where  cane  is  also  raised.  The  cane  from  both  these 
sources  is  manufactured  into  sugar  by  the  Lihue  Planta¬ 
tion,  and  for  that  service  the  Lihue  Plantation  is  entitled 

7  #  I 

to  19%  of  the  sugar  produced.  The  Kipu  and  the  Grove 
Farm  Plantations  cultivate  and  produce  the  cane  but  they 
have  no  mill.  They  have  an  agreement  with  the 
117  Lihue  Plantation  to  do  their  milling  for  them  for 
the  compensation  I  have  stated. 

The  Makee  Sugar  Company  cultivates  its  own  lands.  A 
large  portion  of  the  land  in  that  vicinity  has  been  home¬ 
steaded.  On  such  lands  the  homesteaders  raise  canej  and 
that  cane  is  milled  by  the  Makee  Sugar  Company.  The 
contracts  are  not  all  uniform,  but  the  Makee  Sugar  Com¬ 
pany  receives  a  percentage  of  the  cane  so  milled  produced 
from  the  fields  of  homesteaders  as  compensation  for  jmill- 
ing.  In  the  respect  that  the  Hawaiian  Sugar  Company, 
the  Lihue  Sugar  Company,  and  the  Makee  Sugar  Company 
do  a  certain  amount  of  milling  for  other  people,  they  (Jiffer 
from  the  petitioner  company,  which  does  milling  only  for 
itself.  i 

Reading  from  the  report  of  the  Hawaiian  Sugar  Com¬ 
pany:  “The  crop  yielded  as  follows:  Hawaiian  Sugar  Com¬ 
pany  fields,  18,378.5575  tons  of  sugar.  Gay  &  Robinson’s 
fields,  5,584.13  tons.  Voluntary  ratoons,  Government  Jand, 
68  tons,  or  a  total  of  24,030.6875  tons.”  “The  total  | divi¬ 
sion  of  sugar  of  the  above  crop  between  Gay  &  RobiJison, 
the  Government,  and  the  Hawaiian  Sugar  Company,  is  as 
follows:  The  Hawaiian  Sugar  Company’s  share,  19,032,8849 
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tons;  Gay  &  Robinson’s  share,  4,424.7826,  and  the  Govern¬ 
ment’s  share,  573.02  tons.” 

The  annual  report  of  the  Lihue  Plantation  Company 
for  1920  states  that  the  share  of  the  production  of  that 
year  of  the  Lihue  Plantation  was  $14,707.3  tons;  the 
118  share  of  Kipu  Plantation,  1,443.75  tons;  and  the 
share  of  Grove  Farm  Plantation,  3,671.37  tons,  a 
total  of  approximately  19,822.42  tons. 

The  report  of  the  Makee  Sugar  Company,  Ltd.  for  the 
same  year  shows  that  the  share  of  the  plantation  in  the 
production  was  7,177.901  tons;  homesteaders  and  outsiders, 
5,124.91  tons;  or  a  total  of  12,302.81  tons.  In  the  case  of 
the  Makee  Sugar  Company  the  proportion  of  outside  cane 
is  larger  than  it  is  with  the  Kekaha  Company  or  the  Lihue 
Company.  In  fact,  Kekaha  did  not,  in  1920,  mill  any  cane 
for  outside  interests  that  I  know  of. 

In  1920  the  Waimea  Sugar  Company  made  application 
for  special  assessment  of  its  profits  taxes  and  the  details 
were  handled  by  Mr.  Linden.  The  Kekaha  Sugar  Company 
mill  is  located  at  the  town  of  Kekaha  and  its  lands  lie  to 
the  west  and  above  the  town.  Sugar  cane  is  raised  best  close 
to  the  sea  level,  and  the  cultivation  extends  to  a  altitude  of 
about  1,500  feet.  Some  of  the  lands  are  subject  to  home¬ 
stead  rights,  which  permits  the  Government  to  withdraw 
the  lands  upon  written  application  of  a  number  of  indi¬ 
viduals.  Consequently  a  substantial  part  of  the  Kekaha 

lands  could  have  been  withdrawn.  Many  of  the  home- 

•/ 

steaders  raised  cane  on  their  lands.  In  1912  other  com¬ 
panies  on  the  island  leased  direct  from  the  Territory  of 


Hawaii,  and  these  lands  were  subject  to  homesteads. 
The  witness  testified  further: 


119  “Q.  Isn’t  it  a  fact,  that  the  existence  of  this  home¬ 

stead  right,;  varying  as  it  does  between  different  com¬ 
panies  on  the  Island  of  Kauai,  would  make  a  material 
difference  in  determining  the  conditions  affecting  those 
companies?  A.  It  is  a  subject  which  I  personally  have  not 
gone  into.  My  duties  have  kept  me  very  busy  in  connection 
with  the  accounting  system  and  other  conditions  in  con¬ 
nection  with  the  American  Factors,  and  I  personally 
haven’t  given  that  subject  much  thought.  I  have  taken  the 
conditions  as  they  were  since  I  have  been  with  the  Factors 
and  worked  out  my  part  of  the  problem. 
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Q.  Taking  two  plantations  side  by  side,  one  which  is 
subject  to  homesteading,  would  you  not  say  that  plantiation 
would  be  materially  different  from  a  plantation  which 
owned  its  lands  in  fee,  or  leased  them  from  individual^  who 
owned  them  in  fee,  and  were  not  subject  to  homesteading? 
A.  There  would  probably  be  a  difference  there.” 

It  is  shown  by  the  papers  that  the  Articles  of  Incorpora¬ 
tion  were  executed  by  the  incorporators  on  July  16,  1898. 
In  Schedule  A  of  the  Articles  of  Incorporation  the  following 
item  appears:  * 4 Value  of  leasehold  interest,  including 
option  on  new  lease  for  20  years,  $100,400.”  I  do  not  know 
what  that  item  refers  to.  I  have  available  the  account  book 
of  the  Kekaha  Sugar  Company,  which  will  show  the  Open¬ 
ing  balance  sheet  on  date  of  incorporation,  July  16,  1898, 
and  now  produce  that  book.  It  is  the  first  journal  of  the 
Kekaha  Sugar  Company,  and  bears  date  of  Jijly  1, 
120  1898.  I  know  nothing  about  the  items  shown  iji  the 

schedule  of  the  Articles  of  Incorporation.  I  have 
made  a  transcript  of  the  opening  balance  sheet  from  the 
company  journal  as  of  July  16,  1898,  and  offer  same  in  evi¬ 
dence,  marked  for  identification  Respondent’-  Exhibii:  No. 
1,  and  which  does  not  show  any  item  of  leaseholds.  I  do 
not  know  why  leasehold  items  are  shown  in  the  Articles  of 
Incorporation  and  not  in  the  opening  journal.  The  first 
stock  certificate  book  of  the  company  shows  the  issue  bf  11 
certificates  of  stock  embracing  6,000  shares  as  the  author¬ 
ized  capital  stock  of  the  company,  and  which  stockj  was 
issued  to  various  individuals,  as  follows : 


Number  of 

Certificate  number.  shares.  Date.  To  whom  issufed. 

1  .  374  Sept.  19/98  Paul  Isenberg,  Sr. 

2  .  748  Do.  Carl  Isenberg. 

3  .  748  Do.  Otto  Isenberg. 

4  .  374  Do.  Geo.  N.  Wilcojx. 

5  .  374  Do.  A.  S.  Wilcox. 

6  .  374  Do.  S.  W.  Wilcox. 

7  .  408  Do.  F.  W.  Glade. 

8  .  1,200  Do.  H.  P.  Faye. 

9  .  800  Do.  H.  Hackfeid  & 

Company,  Ltd. 

10  .  300  Do.  F.  W.  Meier. 

11  .  300  Do.  E.  Kruse. 
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121  According  to  the  Articles  of  Incorporation,  vari¬ 
ous  individuals  transferred  certain  properties  to  the 

company  for  its  capital  stock,  and  in  this  way,  6,000  shares 
of  stock  were  issued.  It  appears  that  1,200  shares  were 
actually  issued  to  H.  P.  Faye  and  600  shares  to  Meier  and 
Kruse,  instead  of  1,600  and  1,000  shares,  and  that  this 
difference  of  800  shares  was  actually  issued  to  H.  Hackfeld 
&  Company,  Ltd.  In  the  private  ledger  and  journal  of  H. 
Hackfeld  &  Company  I  find  the  800  shares  were  purchased 
on  August  31,  1898  for  $100,000,  at  a  cost  of  $125  per  share. 
I  also  find  Hackfeld  &  Company  sold  18  shares  of  stock  on 
November  29,  1899  for  $1,800,  but  do  not  know  who  bought 
the  stock.  The  journal  shows  that  on  September  30,  1903, 
Hackfeld  &  Company  owned  1,082  shares  and  on  that  date 
this  stock  was  written  down  $85,000,  which  is  explained  as 
the  difference  between  the  par  value  and  cost  of  the  stock. 
This  1,082  shares  represents  the  original  800  shares  and  300 
shares  subsequently  purchased,  less  the  18  shares  ap¬ 
parently  sold  in  1899,  and  according  to  the  books  the  cost  of 
the  1,082  shares  was  $193,200.  The  amount  charged  to  the 
reserve  on  this  stock  was  $85,000  and  this  leaves  a  net  cost 
of  $108,200,  or  $100  per  share.  In  other  words,  by  the 
entries  of  September  30,  1903,  the  stock  was  written  down 
to  its  par  value  on  the  books  of  Hackfeld  &  Company.  Tn 
February,  1908  the  books  show  purchase  of  360  shares  by 
Hackfeld  for  $36,000. 

122  In  the  Kekaha  Sugar  Company  journal  a  charge 
to  labor  of  $2,810.90  is  shown  for  the  month  of  July, 

1898,  with  other  entries  indicating  mill  repairs  and  similar 
activities.  Referring  to  the  period  between  July  16,  1898 
and  December  31,  1918,  I  find  the  books  were  closed  on 
September  30,  1899  for  the  first  time,  showing  a  profit  of 
$86,609.73.  When  the  books  were  opened  on  July  16,  1898, 
no  surplus  was  shown  and  the  surplus  of  December  31,  1903 
was  $25,810.25,  and  on  December  31,  1908  was  $288,871.83. 

The  lease  of  July  27,  1898  (Lowrey  Exhibit  No.  3)  was 
acknowledged  on  i  subsequent  dates  and  provides  payment 
of  designated  amounts  of  sugar  from  cane  grown  at  vari¬ 
ous  levels.  The  journal  entry  in  July,  1898  shows  1,125 
acres  of  growing  crops  in  Mana  and  788  acres  in  Kekaha. 
It  also  shows  an  investment  of  $91,400  in  pumps,  ditches, 
and  incidental  equipment.  The  lands  on  which  crops  were 
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growing  in  1898  required  irrigation.  In  the  lease  (Lowrey 
Exhibit  No.  3)  the  company  agreed  to  continue  existing 
cultivation  and  develop  a  larger  water  supply  and  sdso  to 
bring  additional  land  under  cultivation  and  irrigation. 
The  expenditure  for  the  improvement  of  the  water  Supply 
from  July  16,  1898  to  December  31,  1908,  is  showij.  in  a 
statement  which  I  file  in  evidence,  marked  Respondent’s 
Exhibit  No.  2.  I  have  here  a  sub-lease  of  Crown  Lands 
originally  leased  to  Knudsen  for  30  years,  from  jjme  1, 
1890  to  May  31,  1920,  which  lease  is  designated  as 

123  Lowrey  Exhibit  No.  11.  Lowrev  Exhibit  No.  3,  be- 
ing  document  of  July  27,  1898,  purports  to  be  a  sub¬ 
lease  to  the  Kekaha  Sugar  Company  by  Annie  S.  Knudsen, 
widow  of  Valdemar  Knudsen,  of  certain  real  estate  leased 
to  her  by  the  Commissioner  of  Crown  Lands.  It  has  ajready 
been  referred  to  as  Lowrev  Exhibit  No.  11.  Lowrdv  Ex- 

•/  i  •/ 

hibit  No.  6  is  an  extension  of  Lowrey  Exhibit  No.  3|  from 
October  1,  1918  to  April  30,  1920,  and  the  terms  are  the 
same  as  contained  in  the  original  lease.  Lowrev  Exhibit 
No.  9,  dated  November  25,  1918,  is  an  assignment  |of  the 
unexpired  term  of  Lowrey  Exhibit  No.  11,  covering  the 
period  up  to  May  31,  1920.  It  mentions  a  consideration  of 
one  dollar,  but  the  actual  consideration  paid  according  to 
the  corporate  minutes  of  December  3,  1918  and  the  records 
in  the  American  Factors’  books  was  $240,000.  L^pon  the 
authority  of  the  minutes,  the  Kekaha  Sugar  Company  con¬ 
tends  $30,000  of  this  amount  represents  rent  for  the  ^nonth 
of  May,  1920.  Its  books  show  that  $110,000  of  the  total 
amount  was  charged  to  the  1919  crops,  and  the  remaining 
$130,000  was  charged  to  the  1920  crops,  but  I  do  not  know 
how  these  charges  were  determined.  Its  books  m^ke  no 
specific  mention  of  the  rent  for  the  month  of  May,  1^20. 

The  rent  for  May,  1920  is  not  mentioned  on  any  bqok  ex¬ 
cept  the  Minute  Book,  so  far  as  I  know.  I  do  not  knojw  why 
the  cost  of  $240,000  for  the  assignment  of  lease  in  184)0  was 
charged  off,  part  in  1919.  November  25, 1918  is  the  (iate  of 
Lowrey  Exhibit  No.  9.  It  might  have  been  ljeason- 

124  able  that  the  charge-off  should  have  commenced  on 
November  25,  1918  and  be  spread  over  the  period  to 

May  1,  1920,  unless  other  circumstances  were  governing 
factors.  I  would  have  charged  $30,000  to  the  mopth  of 
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May,  1920  and  amortized  the  balance  from  November  25, 

1918  to  April  30,  1920.  Actually,  of  the  $240,000,  in  April, 

1919  $110,000  was  charged  off,  and  $130,000  was  charged 

off  for  the  vear  1920.  Mv  answer  that  it  could  have  been 
«  •/ 

done  in  another  way  is  theoretical.  For  the  year  1920,  the 
Commissioner  has  allowed  a  deduction  for  amortization  of 
the  cost  of  the  assignment  of  the  lease  shown  as  Lowrey 
Exhibit  No.  9,  a  charge-off  of  $96,000,  and  if  the  theoretical 
method  stated  bv  me  was  used,  the  charge-off  for  the  vear 

1920  under  same  would  be  $79,412.  This  amount  is  ob¬ 
tained  by  spreading  the  $210,000  over  17  months,  repre¬ 
senting  one  month  in  1918,  twelve  months  in  1919,  and  four 
months  in  1920.  iThis  would  give  $49,412  for  the  four 
months  in  1920;  and  I  have  added  to  same  $30,000  as  the 
specific  amount  allocable  to  the  month  of  May.  Assuming 
that  no  part  of  the  $240,000  is  allocable  to  the  month  of 
May,  $66,667  is  allocable  to  the  five  months  of  the  year  1920. 

In  the  deficiency' letter,  the  Commissioner  allows  a  write¬ 
off  of  the  cost  of  the  assignment  in  the  amount  of  $104,000 


to  January  1,  1920,  and  the  petitioner  had  actually  written 
off  $110,000.  The  computation  of  the  Commissioner  had 
the  effect  of  increasing  invested  capital  for  1920  in 
125  the  sum  of  $6,000.  Upon  the  basis  to  which  1  have 
referred,  with  $30,000  allowed  for  the  month  of  May, 
1920,  the  total  write-off  prior  to  January  1,  1920  would  be 
$160,588.  With  $110,000  actually  written  off,  the  difference 
in  these  amounts  plus  the  $6,000  allowed  by  the  Commis¬ 
sioner  as  an  increase  of  invested  capital,  would  be  $56,588. 
This  exceeds  the  amount  actually  written  off  by  $63,333 
and,  with  the  $6,000  allowance,  amounts  to  $69,333. 

In  the  year  1913,  there  was  an  over-supply  of  sugar  with 
prevailing  low  prices  and  bad  conditions  in  the  industry. 
On  the  Honolulu  stock  exchange  sugar  stocks  dropped  as 
much  as  50%.  In  1912  President  Wilson  was  elected  on  a 
platform  of  general  tariff  revision.  The  Underwood  tariff 
bill  contemplated  free  sugar  at  some  future  date,  and  the 
election  and  tariff  legislation  did  not  improve  the  sugar 
industry.  Some  of  the  Hawaiian  plantations  would  be  able 
to  produce  sugar  and  others  would  not,  if  Hawaiian  and 
Cuban  sugars  were  both  admitted  free  to  the  United  States. 
The  Kekaha  Sugar  Company  in  some  ways  is  comparable 
to  other  companies  in  the  Hawaiian  Islands,  other  than  the 
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Island  oi*  Kauai,  but  there  are  many  companies  with  I  which 
it  cannot  be  compared. 

The  leaseholds  in  controversy  were  not  set  up  on  its  books 
when  they  were  opened  on  July  1,  1898,  and  have  never  ap¬ 
peared  in  its  accounts.  The  claim  for  amortization  of 
leaseholds  based  on  the  date  of  expiration  dops  not 

126  appear  upon  the  books,  because  the  amount  to  be 
written  off  has  not  been  determined.  My  rebollec- 

tion  is  that  the  item  of  leasehold  amortization  first  ap¬ 
peared  in  the  amended  returns  and  the  claim  was  first  sug¬ 
gested  by  Mr.  Linden. 

Referring  to  Lowrey  Exhibit  No.  3,  the  books  do  no :  show 
this  lease  was  entered  as  having  been  received  in  exchange 
for  stock,  or  that  any  other  consideration,  except  part  of 
the  sugar  production  as  provided  in  same,  was  paid  for  the 
lease. 

I  have  prepared  and  now  file  a  statement  of  expenditures 
from  1909  to  1913,  marked  for  identification  Respondent’s 
Exhibit  No.  3,  and  which  is  similar  to  the  statement  of  ex¬ 
penditures  from  189S  to  1908,  which  I  filed  as  Respondent’s 
Exhibit  No.  2. 

(Redirect  examination:) 

During  my  examination  I  have  had  the  books  of  the  com¬ 
pany  before  me,  and  from  same  have  prepared  a  schedule 
of  dividends  paid  each  year  from  the  date  of  incorpolration 
until  December  31,  1921,  which  I  offer  in  evidence,  marked 
for  identification  Lowrey  Exhibit  No.  18.  The  account 
books  do  not  make  reference  to  the  tonnage  produced  or 
profits  per  ton.  This  information  is  statistical  andj  is  in¬ 
corporated  in  the  annual  reports.  This  is  true  of  ^11  the 
companies  represented  in  1920  by  the  American  Factors. 
As  to  the  correctness  of  the  annual  reports,  the  state- 

127  ments  from  the  plantations  are  sent  to  the  American 
Factors  and  to  the  company  officers  and  carefully 

examined.  Additional  information  is  often  requested  from 
the  plantations,  so  that  the  operation  of  the  company  may 
be  clearly  reflected.  The  reports  contain  many  Retails 
from  many  of  each  company’s  records,  classified  for  ready 
reference,  and  are  always  consulted  as  records  of  the  com¬ 
pany.  All  larger  problems  of  the  company,  such  as  invest- 


84 


KEKAHA  SUGAR  COMPANY,  LIMITED,  VS. 


ments,  expansions  and  dividends,  are  approved  by  use  of 
these  records. 

In  the  group  of  companies  represented  by  the  American 
Factors,  it  is  not  customary  for  the  manager  also  to  be  an 
executive  officer. 

The  witness  testified  further: 

“Q.  Is  it  customary  on  the  Island  of  Kauai,  for  the  Man¬ 
ager  to  be  also  an  executive  officer  of  the  company?  I  am 
referring  to  the  companies  represented  by  the  American 
Factors.  A.  No,  it  is  not.  Mr.  Faye,  in  the  case  of 
Kekaha,  is  the  only  manager  on  the  Island  of  Kauai  who  is 
also  an  executive  officer  of  the  company,  with  one  single  ex¬ 
ception,  and  that  is  his  son  is  manager  for  the  Waimea 
Sugar  Company,  all  of  the  stock  of  which  is  owned  by  Mr. 
Faye  and  his  family,  and  in  that  instance  Mr.  L.  A.  Fave  is 
a  director  of  the  Waimea  Sugar  Mill. 

Q.  When  you  refer  to  Mr.  H.  P.  Faye  as  an  officer  of  the 
Kekaha  Sugar  Company,  just  what  do  you  mean?  A.  I 
meant  by  that  answer  that  Mr.  Faye  was  the  head  of  the 
plantation,  that  is  the  head  individual  on  the  planta- 
128  tion,  and  was  manager  of  that  organization.  Mr. 

Faye  is  an  executive  officer  of  the  Company  in  that 
he  is  a  director  and  First  Vice-President.  You  could  sav 
in  some  organizations  the  term,  in  an  off-hand  way,  that  the 
manager  of  a  plant  is  the  executive  officer  of  that  particular 
unit.  On  some  of  our  plantations  we  have  the  term  Vice- 
Manager.  They  are  in  charge  of  the  particular  divisions 
of  the  work  and  when  I  said  ‘ Officer  of  the  Company’  I  had 
reference  in  that  he  was  the  head  of  the  plantation  depart¬ 
ment,  and  naturally  would  be  looked  up  to  by  the  employees 
as  their  superior  officer.” 

In  1920  the  several  executive  officers  of  the  company  in¬ 
cluding  myself  performed  all  of  the  duties  required  of  their 
offices,  and  also  brought  certain  matters  to  the  attention  of 
the  Board  of  Directors.  The  statistical  records  of  the  com¬ 
pany  and  the  American  Factors  are  prepared  under  my 
supervision  by  Mr.  A.  J.  Wirtz  of  my  department. 

During  1920,  the  Kekaha  Sugar  Company  received  $64,- 
178.52  from  sinking  fund  investments.  Its  application  for 
special  assessment  has  been  presented  to  the  Board  of  Tax 
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Appeals.  Special  assessment  was  not  asked  in  the  jBureau 
of  Internal  Revenue. 

Relative  to  the  right  of  withdrawal  of  lands  leased  to  the 
Kekaha  Company,  for  homesteading,  my  statement  on  this 
subject  referred  to  the  period  after  the  termination  of  the 
leases.  The  facts,  I  believe,  are  that  during  the  timb  of  the 
Republic  or  the  Monarchy,  the  Government  then  existing 
had  the  right  to  lease  lands.  Later  on  in  the  Organic 

129  Act,  which  was  enacted  when  the  Islands  bebame  a 

7  j 

territory,  there  was  a  provision  that  lands  leased 
(unless  the  withdrawal  clause  was  omitted)  could  be  with¬ 
drawn  for  homesteading  purposes  under  certain  conditions. 
Later  on  there  was  an  amendment  to  that  Act  which  al¬ 
lowed  the  Land  Commissioner  to  include  or  omit  the  with¬ 
drawal  clause  as  pertaining  to  cane  lands,  in  cases  where 
the  omission  of  that  clause  received  the  approval  of  two- 
thirds  of  the  members  of  the  Land  Board  and  also  of  the 
Governor  of  the  Territory.  The  several  leases  offered  in 
evidence  will  show  whether  same  contained  the  withdrawal 
clause. 

The  incorporation  papers,  being  Lowrey  Exhibit  jNo.  12, 
show  these  documents  were  filed  for  record  on  August  3, 
1898.  The  entries  in  1903  on  the  books  of  Hackfeld  $  Com¬ 
pany  show  a  purpose  to  write  down  stocks  to  their  par 
value  and  relate  to  stocks  in  five  different  plantation  com¬ 
panies.  The  agreement  of  November  25,  1918,  being  Low¬ 
rey  Exhibit  No.  9,  was  made  almost  at  the  end  of  1918, 
when  the  1918  crop  had  been  harvested  and  it  wojild  not 
have  been  proper  to  allocate  any  portion  of  the  payment  of 
money  to  the  1918  crop.  No  rental  of  land  used  in  tljie  1918 
crop  was  involved.  These  lands  would  be  cultivated  for 
the  1919,  1920  and  part  of  the  1921  crops.  My  previous 
calculation  for  spreading  the  payment  which  was  t i>  begin 
December  31,  1918,  is  not  consistent  with  the  accounting 
method  used  by  the  company.  I  was  in  etror  in 

130  taking  April  30,  1920  as  the  end  of  the  period  and 
should  have  said  May  31,  1921,  because  a  oijie-year 

extension  had  been  arranged  with  the  Government  and 
generally  the  law  allows  an  additional  year  for  taking  off 
a  crop. 
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The  depressed  Conditions  of  the  sugar  industry  in  1913 
existed  about  the  middle  and  latter  half  of  the  year.  In 
Lowrey  Exhibit  No.  16,  we  find  the  stock  of  petitioner  dur¬ 
ing  1912  varied  from  $275  to  $350  per  share,  and  in  Novem¬ 
ber,  1912  a  $700,000  stock  dividend  was  issued.  At  the 
close  of  1912  the  stock  was  sold  at  about  $150  per  share, 
and  a  similar  sale  was  made  in  March,  1913.  In  July,  1913 
sales  of  the  stock  were  made  at  $85  per  share,  and  in 
October  at  $90  per  share. 

The  leasehold  values  were  not  determined  and  for  this 
reason  did  not  appear  upon  the  company  books. 


(Recross-examination :) 

Referring  to  Lowrey  Exhibit  No.  18,  showing  dividends 
paid,  substantial  dividends  were  paid  from  the  years  1899 
to  1903.  The  dividends  for  1913  and  1914  were  materially 
less  than  in  earlier  and  subsequent  years. 

The  witness  testified  further: 


“Q.  Now,  Mr.  Lowrey,  referring  to  the  compensation  of 
the  officers  of  the  five  sugar  companies  on  the  Island  of 
Kauai,  for  which  the  American  Factors  are  the  Agents, 
what,  in  your  opinion,  would  be  a  fair  compensation  for 
each  officer  ?  Taking  first  the  Kekalia  Sugar  Corn- 
131  pany,  for  the  year  1920,  what  would  be  a  fair  com¬ 
pensation  for  G.  N.  Wilcox,  as  President,  consider¬ 
ing  the  duties  which  you  know  or  have  knowledge  of  he 
performed  for  the  company  during  1920?  A.  I  have  never 
given  that  question  any  thought.  I  don’t  know  what  com¬ 
panies  of  a  similar  nature  pay,  off-hand,  that  is,  outside 
the  sugar  industry. 

Q.  The  principal  reason  you  cannot  answer  that  ques¬ 
tion,  is  it  not,  is  because  most  of  the  companies  do  not  pay 
any  salaries,  as  a  matter  of  course?  A.  There  are  com¬ 
panies  which  the  American  Factors  represent  who  do  not 
pay  their  executive  officers  any  salary,  and  others  do,  and 
what  that  compensation  is  I  don’t  know. 

Q.  You  were  treasurer,  during  a  portion  of  1920,  of  the 
American  Factors,  Ltd.,  as  well  as  five  sugar  companies  on 
the  Island  of  Kauai?  A.  Yes. 

Q.  And  you  received  compensation  from  the  American 
Factors  ?  A.  I  did. 
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Q.  And  that  compensation  exceeded  $10,000  for  the  year 

1920?  A.  Yes.  j 

Q.  Wlmt  would  you  consider  a  reasonable  compensation, 
for  the  year  1920,  for  the  services  which  you  performed  as 
treasurer  of  the  Kekalia  Sugar  Company,  Ltd.?  A*  The 
work  is  so  intermingled,  that  is, — work  coming  in  pertain¬ 
ing  to  Kekalia  Sugar  Co.,  at  times  the  same  questions  in¬ 
volved  on  the  other  plantations  we  represent,  the  wljole  de¬ 
tail  working  in  together — 1  have  never  given  it  any  thought 
as  to  what  would  he  a  fair  compensation  if  it  had  bebn  paid 
direct  from  each  organization. 

132  Q.  isn’t  it  a  matter  of  fact  that,  when  you  became 
treasurer  of  American  Factors  Ltd.,  that  it  was  the 
understanding  that  your  comprensation  from  American 
Factors  was  to  include  everything  you  did  for  anyi  of  the 
companies  for  which  American  Factors  were  agents?  A.  It 
was  compensation  paid  to  me  for  the  duties  I  was  to  render 
in  connection  with  that  position,  and  the  work  which  flowed 
through  that  position. 

(L).  It  would  be  highly  unreasonable,  would  it  not,  to  pay 
you  any  substantial  sum  for  the  year  1920,  or  any  other 
year,  as  treasurer  of  six  different  corporations?  Ai  It  de¬ 
pends  what  the  term  ‘substantial’  means.  If  you  iqean  an 
equivalent  amount  which  1  was  drawing  from  American 
Factors,  to  be  paid  by  each  company,  then  your  assump¬ 
tion  is  correct. 


Q.  Whatever  duties  you  performed,  as  treasurer  of  any 
of  these  five  sugar  plantations,  were  actually  performed  as 
part  of  your  duties  as  treasurer  of  the  American  factors 
during  the  year  1920,  were  they  not?  A.  Not  in  thb  least. 
Many  things  come  up  pertaining  directly  to  the  companies 
themselves  that  have  to  be  handled  by  the  officials  of  the 
companies.” 

Regarding  the  homestead  right,  my  testimony  referred 
to  the  lease  that  was  about  to  expire.  1  was  speaking  in 
general  terms  of  the  provisions  relating  to  the  withdrawal 
of  land  for  homestead  purposes  and  had  specific  reference 
to  the  leases  as  a  whole.  I  was  discussing  the  privilege  of 
withdrawal  for  homestead  purposes.  I  think  the  right  of 
withdrawal  for  homestead  purposes  did  not  exist  ip.  1898, 
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The  law  was  changed  some  time  after  that  year,  but 
133  just  when  I  don’t  know.  I  think  it  was  in  the  Organic 
Act,  which  was  the  act  passed  by  Congress  creating 


the  laws  for  the  Territorv  of  Hawaii.  The  Organic  Act  was 


passed  July  27,  1898.  The  flag  was  raised  on  a  certain  day, 
but  the  laws  as  passed  by  Congress  did  not  take  effect  until 


some  time  later.  I  don’t  believe  there  is  a  clause  in  the 


leases  we  have  here  which  would  permit  the  Government 
to  withdraw  the  land  for  homesteading.  To  bring  that 
about,  I  think  such  a  clause  would  appear  in  the  lease,  as 
it  would  be  an  important  fact  in  the  conduct  of  the  planta¬ 
tions.  It  would  depend,  however,  on  what  the  law  stated. 
1  do  not  know  whether,  under  the  law  existing  in  1898,  it 
was  necessary  to  state  in  the  lease  that  it  was  subject  to 
homestead  rights.  1  know  that  the  Monarchy  or  the  Re- 
public  have,  in  times  gone  by,  granted  leases  to  organiza¬ 
tions  for  long  periods  and  the  lands  covered  thereby  have 
been  developed.  (I  am  speaking  in  general  terms.)  I 
don’t  believe  the  development  that  has  taken  place  on  those 
lands  would  have  taken  place  if  they  had  been  subject  to 
withdrawal  bv  the  Government  for  homesteading  at  any 
time. 


According  to  his  records  on  October  1,  1903,  Hackfeld  & 
Company  owned  stock  in  17  organizations  and  bonds  in  two 
other  companies :  and  of  these  two  securities  were  written 
down  as  of  September  30,  1903.  My  knowledge  of  the  ac¬ 
counting  methods  of  the  company  for  prior  years  is  derived 
from  prior  records  of  the  company. 

The  witness  testified  further: 


134  “Q.  From  the  knowledge  which  you  have  obtained 

by  an  examination  of  the  books  which  you  did  not 
keep  for  years  prior  to  1920,  what  was  the  practice  with  re¬ 
gard  to  charging  rentals  paid  in  a  given  year,  to  a  subse¬ 
quent  year?  A.  Those  rentals  were  distributed  to  the  vari¬ 
ous  crops  under  cultivation  at  the  time. 

Q.  Was  it  the  practice  to  take  the  rental  actually  paid  or 
allocable  to  a  given  piece  of  land,  and  charge  that  to  the 
year  or  crop  during  which  that  crop  would  naturally  be 
harvested  ?  A.  Xo,  the  rents  were  figured  out  in  accordance 
with  the  terms  of  the  lease — so  much  rent  would  be  due  the 

one  year  there  are  3  crops  under  way — 
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that  is,  the  crop  which  is  being  harvested,  the  crop  grow¬ 
ing  for  the  next  succeeding  year,  and  the  crop  that  j will  be 
started  the  second  succeeding  year,  from  the  crop  that  has 
been  harvested  the  current  year.  Consequently  the  rent 
paid,  although  during  a  part  year,  was  rent  paid  for  the 
use  of  land  for  the  3  crops. 

Q.  Suppose  for  1918  Kekaha  had  paid  $100,000  for  all  its 
rent,  and  that  20  per  cent  of  that  land  was  planted  during 
1918  to  crop  which  would  be  harvested  in  1920,  what  por¬ 
tion.  if  any,  according  to  your  crop  accounting  basisi  would 
be  charged  to  the  1920  crop?  A.  According  to  our  (partic¬ 
ular  basis,  one-third  would  be  charged. 

Q.  And  that  would  be  regardless  of  the  number  of  acres 
actually  planted  to  the  1920  crop?  A.  Well,  planted  or 
brought  into  that  crop.  Some  of  it  is  rattoons. 

Q.  In  other  words,  the  rent  was  split  three  ways?  A. 
Split  in  thirds,  for  the  reason  that  the  rents,  although 
13”)  determined  on  the  vear’s  outcome,  was  for  the  use  of 
the  3  crops. 

Q.  Turning  for  a  moment  to  the  lease  of  November  25, 
1918,  ‘ Lowrev  Exhibit  9,’  which  is  an  assignment  of  a  lease 
to  Kekaha,  which  terminates  May  31,  1920,  how  was  the 
cost  of  that  leasehold  treated  on  the  books  of  the  Kekaha 
Sugar  Company,  Ltd?  A.  You  are  referring  to  that 
amount  of  $240,000  which  was  paid?  j 

Q.  That’s  right.  A.  The  amount  was  charged  j  up  to 
Leasehold  a/c,  and  during  the  year  1919  $110,0([)0  was 
charged  off  to  Crop  Expenses,  and  during  1920  $130,(|00  was 
charged  off. 

Q.  Tn  other  words,  you  deducted  from  income  for  the 
years  1919  and  1920,  the  entire  cost  of  that  leasehold,  is 
that  right?  A.  1919  and  1920?  Yes.  j 

Q.  What  part,  if  any,  of  the  $130,000,  which  you  (jieemed 
allocable  to  the  year  1920,  was  charged  to  the  1921  aiid  1922 
crops?  A.  I  think  it  was  all  charged  to  the  1920  crop. 

Q.  In  1920  didn’t  the  Kekaha  Sugar  Company  hav^  under 
cultivation  a  crop,  which  would  be  harvested  in  1941,  and 
also  plant  a  crop  which  would  be  harvested  in  1922?  A. 
They  did. 

Q.  Then,  assuming  the  correctness  of  the  Crop  Account¬ 
ing  System,  should  not  a  part  of  the  cost  of  the  lCase  in 
1920  have  been  deferred  for  the  years  1921  and  1922,  in- 
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stead  of  deducting  the  entire  amount  from  income  in  1920? 
A.  f  don’t  know  the  reason  why  it  was  all  charged  to  the 
vear  1920. 

Q.  Is  it  consistent  to  defer  a  part  of  the  cost  thero- 
136  of  in  one  year  and  not  do  so  in  subsequent  years  ?  A. 

To  follow  out  the  entire  crop  system,  it  would  ap¬ 
pear  that  that  should  have  been  distributed. 

Q.  Referring  to  the  spread  of  the  $240,000,  alleged  to 
represent  the  cost  of  the  lease  of  November  25,  1918,  ‘Low- 
rev  Exhibit  9.’  I  believe  vou  stated  on  redirect  examina- 
lion  that  the  spread  of  that  should  have  been  continued  to 
May  31,  1921.  1  will  ask  you  to  show  me  wherein  in  that 

lease  of  November  25,  1918,  any  mention  of  May  31,  1921 
appears?  A.  I  think  there  is  nothing  that  appears  in  this 
lease  pertaining  to  that  date. 

Q.  What  is  the  determination  date  specified  in  that  lease? 
A.  Tt  would  be  30  years  from  the  date  of  the  original  lease. 


which  would  be  Mav  31,  1920. 

Q.  I  will  ask  you  to  specify  wherein  in  that  lease  there  is 
am*  mention  of  the  right  of  renewal  for  one  vear,  from  Mav 
31,  1920?  A.  There  is  nothing  in  the  lease,  so  far  as  I 
know,  that  gives  that.  It  was  a  point  of  law  which  was 
taken  up  with  the  government,  and  the  extension  of  one  year 
was  granted  as  indicated  bv  ‘Exhibit  No.  10.’ 

Q.  Who  secured  that  extension,  the  Kekaha  Sugar  Co. 
Ltd.  ?  A.  Yes,  the  Kekaha  Sugar  Co.  Ltd.,  did. 

Q.  And  that  was  secured  after  the  lease  of  November  25, 
1918,  was  it  not  ?  A.  Yes,  5  days  later,  as  the  extension 
signed  by  the  Coriimissioner  of  Public  Lands  of  the  Terri¬ 
tory  of  Hawaii,  is  dated  the  30th  of  November,  1918. 

Q.  Did  the  Commissioner  of  Public  Lands  of  the 
137  Territory  of  Hawaii  get  any  portion  of  that  $240,000, 
alleged  to  represent  the  cost  of  that  lease  of  Novem¬ 
ber  25, 1918  ?  A.  I  have  no  knowledge  that  he  did.  I  wasn’t 
connected  with  the  concern.  I  don’t  believe  that  it  is  true.” 


The  net  profit  per  ton  of  $17.30  for  the  year  1913,  is  less 
than  the  profit  per  ton  for  any  of  the  five  years  either  before 
or  after  1913. 

In  the  Articles  of  Incorporation,  the  leaseholds  are  given 
a  sworn  value  of  $100,400  and  in  this  proceeding  their  value 
at  incorporation  is  claimed  to  be  $1,900,000,  this  claim  first 
being  made  in  August,  1921. 
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(Redirect  examination:) 


In  1913,  dividends  of  1%  were  paid  in  each  of  the  first 
six  months  and  J/2%  was  paid  for  each  of  the  last  six  months 
in  each  year.  The  profit  per  ton  on  sugar  is  computed  at 
the  close  of*  the  Year. 

Referring  to  Lowrey  Exhibit  Xo.  3,  the  seal  on  the  papers 
does  not  indicate  that  thev  were  executed  on  July  27, !  1898. 

In  the  journal  of  Hackfeld  &  Company  it  appears  that 
stocks  were  written  up  to  par  on  September  30,  1903.  Of 
the  17  stocks  listed  all  were  carried  at  par,  excepting 
138  as  to  two  companies  which  were  entered  below  par. 

On  cross  examination,  I  did  not  intend  to  say  the 
8240,000  paid  for  leaseholds  and  reversions  had  been  al¬ 
located  to  tli e  vear  1920,  but  said  it  was  charged  to  the  lease- 
hold  accounts  at  the  time  of  payment  and  was  then  cleared 
out  of  that  account  during  the  years  1919  and  1920.  | 


The  Government  extension  granted  at  the  close  of  1918 
allows  the  premises  leased  to  be  retained  one  year!  after 
expiration,  or  here  from  June  1,  1920  until  June  1,  1921. 
The  company  entered  into  negotiations  to  retain  the  land 
after  June  1,  1921  and  a  new  lease  was  subsequently  ob¬ 


tained.  As  this  lease  was  not  executed  until  after  June  1, 
1921,  it  was  not  good  accounting  to  allocate  any  part  [of  the 
$240,000  to  any  period  after  June  1,  1921  because  we  ljiad  no 


definite  assurance  that  we  were  going  to  continue  on  I  there, 
to  take  care  of  the  expenses  during  the  time  we  knew  we 
were  going  to  be  in  existence. 


(Recross-examination :) 


In  Lowry  Exhibit  Xo.  3,  the  statement  is  made  that  the 
hands  and  seals  of  the  parties  are  affixed  upon  the  day  and 
vear  above  first  written,  and  which  is  Julv  27,  1898. 

The  witness  testified  further: 


“Q.  You  stated  it  would  not  be  good  accounting  practice 
to  charge  any  of  the  cost  of  this  $240,000,  of  the  lcjase  of 
November  25,  1918,  to  crops  to  be  harvested  after 
139  the  alleged  expiration  date,  May  31, 1921,  didn  ft  you? 
A.  I  think  that  was  the  answer. 

Q.  Now,  I  ask  you  if  during  the  year  1920  and  the  year 
1921,  the  Kekaha  Sugar  Company,  Limited,  didn’t  Expend 
considerable  sums  in  planting  crops  which  would  lie  liar- 
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vested  in  the  vears  1922  and  1923?  A.  Work  was  continued 
along  on  the  plantation  during  that  time. 

Q.  Just  as  it  had  always  been  in  the  past?  A.  That  I 
couldn't  sav. 

Q.  Would  your  records  not  show  that  crops  were  planted 
in  1921,  which  would  he  harvested  in  1922  and  1923,  just  as 
in  similar  years?  A.  The  work  was  carried  on.  Just 
whether  it  was  carried  on  to  the  full  extent  I  don’t  know;  I 
don't  know  just  what  operations  were  done  there. 

Q.  Won’t  your  records  show?  A.  The  crop  expense 
record  for  the  year  under  December  31,  1921,  would  show. 

Q.  What  was  that  amount?  A.  Which  crop? 

Q.  Either  the  1922  or  1923  crop?  A.  The  record  shows 
that  during  1921,  $289,920.16  was  expended  on  account  of 
1922  crop,  and  $111,963.46  was  expended  on  the  1923  crop. 

Q.  I  will  ask  you,  leaving  out  of  consideration  for  the 
moment  good  accounting  practice,  would  you  say  it  was 
good  business  practice  for  a  corporation  to  expend 
140  $400,000  in  anticipation  of  1922  and  1923  crops,  with¬ 

out  a  definite  knowledge  of  whether  thev  would  be 


able  to  harvest  those  crops?  A.  It  would  depend  on 

whether  thev  had  anv  assurance  or  not.  I  don’t  know. 
»  • 

There  was  some  reason  why  that  work  was  carried  on,  why 
thev  were  willing  to  take  that  chance. 

Q.  What  reason  could  there  have  been  except  that  they 
expected  to  harvest  the  1922  and  1923  crops?  They  were 
not  spending  the  money  for  the  lessor  to  come  in  and  har¬ 
vest  the  crops?  A.  As  T  said,  I  don’t  know  the  reasons. 

Q.  You  were  treasurer  for  those  years?  A.  I  was. 

Q.  And  you  were  acquainted  with  their  policies?  A.  Yes. 
Q.  Why  don’t  you  know?  A.  For  the  simple  reason  the 
work  was  being  carried  on.  Whether  that  policy  had  ever 
been  discussed  with  me  I  don’t  know. 

Q.  As  a  matter1  of  fact,  did  it  ever  occur  to  you  when  the 
Kekaha  Sugar  Company  expended  $400,000  for  those  crops 
for  those  two  years,  that  they  might  not  harvest  those 
crops  ?  A.  Xo,  it  didn’t  occur  to  me. 

Q.  You  fully  expected  to  haiwest  those  crops,  didn’t  you? 
A.  Yes.” 
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141  Allen  W.  T.  Bottomley.  • 

(Direct  examination : ) 

I  am  53  years  old,  reside  in  Honolulu,  and  am  president 
of  the  American  Factors.  In  1918,  as  a  member  of  its 
Board,  I  attended  a  special  Board  meeting*  of  the  Kjekalia 
Sugar  Company.  I  have  read  the  minutes  of  the  meeting 
concerning  the  acquisition  of  an  extension  of  leaseholds  and 
of  reversion  interest  in  certain  leaseholds,  and  find  the 

7  i 

record  correctly  states  what  took  place  at  the  meetinjg. 

The  witness  testified  further: 

“Q.  Now,  Mr.  Bottomley,  I  call  your  attention  to  than 
part  of  the  minutes  which  reads  as  follows:  ‘A  statement { 
which  had  been  prepared  by  Mr.  H.  P.  Faye  and  Mr. 
George  N.  Wilcox  was  next  submitted  showing  ar.  esti¬ 
mated  rental  coming  to  the  Knudsens’  for  the  next  year  up 
to  May  1st,  1920,  of  two  hundred  twenty  thousand  dollars, 
and  thirty  thousand  for  the  last  month,  which  it  was  advis¬ 
able  for  Kekaha  to  acquire,  making  two  hundred  an<fl  fifty 

liould 
what 
senta- 
|s  was 


thousand  in  all,  which  amount  Mr.  Faye  suggested  s 
be  offered  to  the  Knudsens.’  I  will  get  vou  to  state 
amount  was  claimed  by  the  Knudsens  or  their  repre 
tive  for  the  last  month,  which  the  record  here  show 
May,  1920?  A.  The  Bishop  Trust  Company,  agent  for  the 
Knudsens,  in  a  letter  which  thev  wrote  to  us,  claimed  fifty 
thousand  dollars  for  the  last  month.” 

(Cross-examination :) 

I  did  not  prepare  these  minutes. 

The  witness  testified  further: 

i 

i 

142  “Q.  Is  there  anything  said  on  page  17,  from  jwhich 

you  just  testified,  concerning  the  payment  of  two 
hundred  and  forty  thousand  dollars,  for  any  period  beyond 
May  1st,  1920?  A.  It  speaks  of  thirty  thousand  dollars  for 
the  last  month  in  these  minutes,  and  then  states  thatj  after 
negotiations  the  sum  of  two  hundred  and  forty  thousand 
had  been  agreed  to. 

Q.  For  what  period?  A.  For  a  year  and  one-half,  t<|>  May 
1st,  1920,  and  thirty  thousand  for  the  last  month. 
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Q.  That  would  be  to  May  31,  1920?  A.  Yes. 

Q.  That  was  the  period  for  which  the  $240,000  was  paid, 
was  it  not !  A.  Correct.” 

Frederick  H.  Aaser. 


(Direct  examination:) 

I  am  42  rears  old,  reside  at  Kekaha,  and  am  an  account- 
ant  for  the  Kekaha  Sugar  Company  since  March,  1917.  1 
first  came  to  the  company  in  March,  1908.  1  have  here  the 
cash,  books,  jourmil  and  ledger  of  the  company  from  its  in¬ 
corporation  in  1898  through  the  year  1921,  which  are  the 

same  books  used  bv  Mr.  Lowrev  in  his  testimonv  and  pro- 

•  •  •  * 

duced  them  for  examination  by  counsel  for  respondent. 

These  books  show  an  account  for  storm  drains.  Drain¬ 
ing  began  in  the  year  1903,  with  all  expenditures  for  the 
work  entered.  The  expenditures  are  shown  by  the  books. 

Depreciation  (including  amortization)  of  physical 
143  property  in  the  amount  of  $112,554.38  for  1920  and 
$52,804.84  for  1921  were  written  off  the  books  on 
December  31,  1922,  pursuant  to  instructions  from  the  office 
of  the  American  Factors. 


(Cross-examination : ) 

Before  March  1,  1917,  T  was  assistant  bookkeeper.  I 
made  entries  in  these  books  in  1913  and  1915,  and  the  other 
entries  were  made  by  the  bookkeeper.  After  March  1,  1917 
I  made  all  entries  in  these  books. 

The  drain  accounts  at  the  end  of  the  year  were  charged 
to  operating  expenses  and  allocated  to  the  crops,  beginning 
in  the  year  1906.  Previously  in  1903  and  until  1906,  the 
amounts  were  charged  to  profit  and  loss  of  the  year.  Of 
course  I  do  not  know  of  my  own  knowledge  concerning 
these  items  before  I  came  to  the  company,  except  as  they 
appear  on  the  books.  The  name  given  to  the  account  is  a 
very  good  one  and  was  understood  to  apply  to  reclamation 
of  land.  These  accounts  were  not  capitalized,  because  the 
entries  were  made  according  to  instructions  from  the  plan¬ 
tations  *  auditor  and  management.  It  would  have  been 
proper  to  have  capitalized  these  expenditures  if  made  for 
reclamation  purposes.  Prior  to  1920  the  items  were  ex¬ 
pensed,  but  subsequently  they  were  capitalized.  The  audit 
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company  never  questioned  these  accounts,  and  it  is  n<|)t  for 
me  to  say  whether  the  auditor  was  right  or  wrong. 

144  Originally  for  the  year  1920  I  wrote  off  $40, COO  as 

depreciation,  as  we  had  not  set  system  for  determin¬ 
ing  depreciation  in  those  years.  We  are  now  claiming  the 
additional  amount  evidenced  by  the  difference  between 
$40,000  and  $112,000.  *  j 

At  the  end  of  1920  no  deduction  for  amortization  was 
taken  on  the  books.  The  additional  depreciation  and  amor¬ 
tization  written  off  for  1920  was  charged  to  the  surplus 
account.  A  correcting  entry  was  made  through  the  sujrplus 
account  without  any  adjustment  of  the  depreciation  reserve. 

In  the  years  1918  to  1921,  inclusive,  all  expenditures  were 
charged  on  the  crop  system  basis,  excepting  the  bonus  to 
employees  and  Territorial  and  Federal  income  taxei  and 
sugar  marketing  expenses. 

(Re-direct  examination:) 

The  storm  drain  account  is  continuous  from  1903  to  date, 
and  after  1920  a  swamp  land  erclamation  was  started  with 
reference  to  rice  lands. 

(Recross-examination :) 

This  account  was  opened  in  1922  and  the  expenditures 
were  capitalized. 

H.  P.  Faye. 

(Direct  examination:) 

I  am  67  years  old,  and  since  1898  have  been  manager  of 
petitioner,  Kekaha  Sugar  Company  plantation  and  Active 
in  the  management  of  the  company.  Previously  I  owned  a 
plantation  in  Mana,  known  as  H.  P.  Faye  &  bom- 

145  pany.  My  next-door  neighbor  was  Meier  &  Kjruse, 
sugar  planters,  and  adjacent  was  the  mill  of  the 

Kekaha  Sugar  Company,  then  owned  and  operated  by  a  co¬ 
partnership.  The  lands  operated  by  Meier  &  Kruse  anci  my¬ 
self  were  those  subsequently  operated  by  the  Kekaha  ^ugar 
Company.  Both  of  us  were  operating  under  agreement!  with 
Valdemar  Knudsen,  Meier  &  Kruse  having  begun  in  j  1880 
and  I  began  in  1885.  The  Meier  &  Kruse  lease  ran  from 
1880  to  1905  and  my  lease  made  in  1885  expired  in  1895i,  and 
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I  g'ot  a  now  lease  to  May  31,  1920.  These  original  leases  do 
not  now  exist.  Under  them  rent  was  paid  in  sugar.  The 
original  Kekalia  Mill  Company  raised  no  cane  and  merely 
manufactured  sugar  from  cane.  It  got  seven-sixteenths  of 
the  sugar,  Knudsen  as  lessor  got  two-sixteenths,  and  we 
retained  seven-sixteenths.  There  was  no  other  mill  in  the 
immediate  locality,  excepting  a  very  small  mill  of  the 
Waimea  Sugar  Company,  about  three  miles  away  and  not 
large  enough  to  grind  the  cane  produced  on  the  Kekalia 
lands. 

Earlv  in  1898  the  combination  of  Meier  Kruse,  the 

mill  company  and  myself  was  suggested,  and  the  details  of 

incorporation  were  arranged  by  Hackfeld  &  Company,  and 

extended  over  several  months.  The  plan  contemplated  a 

lease  of  the  land  Cultivated  by  H.  P.  Faye  &  Company  and 

Meier  &  Kruse,  and  we  turned  in  our  existing  leases  and 

other  property  for  stock  in  the  company.  These  leases  were 

necessary  for  the  operation  of  the  land  of  the  new  company, 

as  it  controlled  no  other  land. 

T  have  lived  on  Kauai  since  1882,  and  in  the  inter- 

146  val  have  had  occasion  to  observe  the  price  of  lands  in 

sales  or  leases.  In  1898  the  fee  simple  title  of  the 

lands  acquired  under  lease  bv  the  Kekalia  Sugar  Company 

had  a  fair  value  of  $400  to  $600  per  acre,  and  of  these  Meier 

&  Kruse  were  cultivating  about  1,800  to  2,000  acres.  The 

new  company  had  an  option  of  taking  the  upper  lands  for 

cultivation.  After  1898  we  proceeded  with  the  reclamation 

of  land  bv  the  use  of  water  ditches.  This  was  done  in  1906 
* 

to  1914,  bv  getting  water  on  the  land  bv  gravitv  and  bv 

7  •  O  O  *  O  t  » 

pumping,  and  added  1,600  acres  of  new  land.  After  1907 
down  to  date,  we  have  had  about  4,600  acres  in  cultivation. 
As  of  March  1,  1913  the  land  under  lease  was  worth  from 
$750  to  $1,000  per  acre,  and  about  1912  the  company  offered 
to  buy  it  at  $1,000  per  acre,  but  the  offer  was  declined. 
There  was  no  substantial  difference  in  value  in  1913  to  the 
beginning  of  1920  as  to  the  4,600  acres  then  under  cultiva¬ 
tion. 

In  1920  the  mill  property  was  good  enough  to  do  the  mill¬ 
ing  of  the  plantation,  but  was  old  and  needed  both  repairs 
and  replacements.  When  the  company  was  organized, 
Hackfeld  &  Company  acquired  800  shares  of  the  company, 
on  account  of  our  debts  and  for  services  in  the  organization 
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of  the  company.  We  owed  them  a  great  deal  of  money.  The 
300  shares  of  company  stock  purchased  in  1899  by  Hackfeld 
&  Company  from  Meier  was  bought  for  $300  per  share,  and 
at  the  time  he  offered  the  same  price  to  me  ijor  my 

147  1,200  shares  of  stock,  but  I  did  not  acept  the  offer. 

The  income  from  the  1898  crop  was  received  by 
the  old  partnerships. 

Tlie  Kekaha  Sugar  Mill  Company,  partnership,  was 
composed  of  three  Tsenbergs,  three  Wilcoxs,  and  Mr.  Glade, 
and  turned  in  the  mill  and  railroad,  including  its  cars  and 
locomotives  and  received  stock  from  the  new  companv.  No 
additions  to  the  capital  of  the  company  were  mad<£  until 
1906  or  1907  when  the  stockholders  subscribed  to  $200,000 
of  additional  stock. 

I  am  familiar  with  the  work  designated  in  the  account 
“ storm  drains.”  The  mountain  streams  were  conducted  to 
the  lowlands  so  as  to  fill  them  up  and  make  them  suitable 
for  cane  lands.  Since  1 903  about  500  acres  of  marsh  lands 
have  been  filled  in  in  this  wav  and  reclaimed.  The  water 
from  the  upper  lands  comes  down  through  natural  gulches 
and  we  intercept  this  water  with  ditches  on  the  loweij  lands 
and  cause  the  sill  from  the  upper  lands  to  be  deposited  on 
the  lower  lands.  The  silt  is  carried  to  the  required  places 
by  our  ditches.  The  reclaimed  lands  require  no  further  at¬ 
tention  after  they  have  been  planted  in  cane  and  these  lands 
are  the  source  of  our  best  crops  on  the  plantations,  j 

(Cross-examination :) 

My  lease  with  Knudsen  was  assigned  to  the  new  coippany 
in  1898.  I  presume  the  Kekaha  Sugar  Mill  'had  a 

148  lease  from  Knudsen,  but  I  do  not  know  whether  same 
was  assigned  to  the  new  company.  I  know  Meier  & 

Kruse  had  a  lease,  but  do  not  know  what  became  of  it. 

In  1885  Faye  &  Company  acquired  uncultivated  land  from 
Kundsen  with  nothing  on  it,  and  the  acreage  included  in 
the  lease  could  hardly  be  stated.  The  land  leased  by  I  Meier 
&  Kruse  in  1880  was  likewise  uncultivated,  and  originally 
included  the  lands  subsequently  leased  to  Faye  &  Company 
in  18S5.  The  Meier  &  Kruse  lands  were  in  the  Kekaha  sec¬ 
tion  and  my  lands  were  in  the  Mana  section.  In  my  Section 
1,100  or  1,200  acres  were  capable  of  development  aijd  one 

7— 5098a 
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artesian  well  on  the  land  would  irrigate  about  200  acres, 
and  I  drilled  other  wells.  Exclusive  of  mv  land,  Meier  & 
Kruse  had  about  S00  acres  and  in  1885,  400  or  500  acres 
were  planted  in  cane.  The  mill  was  built  in  1880  and  in¬ 
cluded  2,000  acres,  of  which  about  40  acres  were  necessary 
to  its  operations. 

In  1898,  1,100  acres  of  my  lands  were  in  cultivation,  and 
Meier  &  Kruse  had  TOO  acres  in  cultivation.  In  1898  the 
water  supply  on  my  lands  from  artesian  wells  was  good  and 
allowed  us  to  irrigate  on  lands  of  100  feet  elevation.  In 
1920  the  company  had  land  at  1.100  feet  planted  in  cane. 
This  was  made  possible  by  pumping  and  by  mountain  water. 
In  1898  the  water  supply  was  good  and  there  was  no  danger 
of  salt  contamination. 

The  rentals  in  the  1898  leases  of  9K  of  the  sugar 

149  up  to  7,000  tons,  and  after  that  5%  and  21L//  ,  on  the 
upper  lands  was  fair  and  reasonable  for  lands  under 

cultivation  at  that  time. 

Faye  &  Company  turned  over  all  of  its  property,  which 
included  steam  plows,  pumps,  live  stock,  implements,  office 
furniture,  cane  lands  and  growing  cane,  in  1898  to  the  new 
company.  I  cannot  pick  out  this  property  from  the  first 
book  entry  of  the  Kekaha  Sugar  Company,  Ltd.,  nor  from 
the  schedule  attached  to  the  Articles  of  Incorporation,  be¬ 
cause  only  a  gross1  amount  is  shown.  It  was  agreed  that  I 
should  receive  1,600  shares  and  Meier  &  Kruse  1,000  shares 
for  our  property,  tmd  the  Kekaha  Sugar  Mill  partnership 
should  receive  3,400  shares  for  its  property,  and  I  was  to 
turn  over  400  shares  of  my  part  to  Iiaekfeld  &  Company. 

The  item,  “value  of  leasehold  interests  and  option  for 
renewal  for  20  years,  $100,000,”  does  not  represent,  in  my 
opinion,  the  value  of  the  leaseholds  in  1898  and  was  prob¬ 
ably  put  in  to  make  up  the  $600,000.  At  that  time  the  lease¬ 
holds  were  worth  a  great  deal  more,  hi  the  opening  jour¬ 
nal  entry  no  reference  is  made  to  leaseholds,  and  I  do  not 
know  the  reason  for  the  omission.  In  planning  the  new 
company  the  leaseholds  were  not  taken  into  consideration 
and  the  stock  was  roughly  divided  upon  the  basis  of  the 
physical  property.  Thus  the  sugar  mill  partnership  got 
3,400  shares  of  the  6,000  shares,  although  they  had 

150  no  sugar  lands,  and  Meier  &  Kruse  and  myself,  with 
land  under  cultivation,  were  to  get  2,600  shares.  The 
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cultivated  lands  had  an  average  value  in.  1898  in  fee  of 
$.100  per  acre,  or  a  total  value  of  $900,000.  T  do  not  know 
how  to  explain  that  a  lease  on  the  same  land  can  he  j worth 
$1 ,900,000.  j 

Tn  1920  the  company  had  two  and  one-half  times  more 
land  under  cultivation  than  in  1898.  This  area  amounted  to 
4,600  acres,  and  of  same  500  to  700  acres  were  reclaimed  by 
use  of  the  storm  drains.  The  sugar  vield  between  1808  and 
1920  remained  about  the  same. 

Hackfeld  &  Company  were  not  obliged  to  gain  control  of 
the  Kekaha  Sugar  Company  to  secure  its  agency,  as  they 
were  its  agents  and  any  purchases  of  stock  by  theih  were 
made  for  investment  purposes.  Tn  April,  1899  when  the 
Meier  stock  was  sold,  plantation  conditions  had  improved 
and  the  outlook  was  much  better.  Tn  1898  I  owed  Hack¬ 
feld  &  Company  about  $100,000.  At  one  time  T  had  a  loss  on 
account  of  unfortunate  water  supply,  but  from  1892  T  made 
money  and  paid  off  $200,000.  Tn  1908  the  mountaiij  ditch 
was  completed  and  the  company  had  gone  without  dividends 
for  several  years.  My  stock  was  apparently  more  valuable 
than  in  1899  and  T  sold  some  stock  to  my  broker  for  de¬ 
livery  at  $150  per  share. 

For  successful  Hawaiian  sugar  operations,  the  fi^ee  ad¬ 
mission  of  Hawaiian  sugar  to  the  United  States  and  a  tariff 
on  Cuban  sugar  is  necessary.  In  1912  the  Democrats 
151  pomised  free  sugar  from  Cuba  in  the  future,  and  the 
election  of  President  Wilson  was  considered  unfavor¬ 
able  to  Hawaiian  sugar  interests.  In  1913  Hawaiian  sugar 
stocks,  regardless  of  the  reason,  materially  declined.  Over¬ 
production  had  caused  low  prices  and  the  Underwcofj  tariff 
bill  provided  lower  rates  and  free  sugar  in  1916.  Tljiis  bill 
was  passed  on  October  3,  1913,  and  the  sugar  clause  was  re¬ 
pealed  on  April  22,  1916.  During  the  Wilson  administra¬ 
tions,  the  sugar  duty  was  lower  than  it  was  before  1013  or 
after  1921.  The  Cuban  sugar  crop  for  1912  was  materially 
increased  over  preceding  years.  The  Kekaha  Sugai}  Com¬ 
pany  in  1912  had  net  earnings  of  $431,654.47  and  in  1913  of 
$160,449.53.  This  difference  may  have  been  due  to  the  size 
of  the  crop.  1913  was  a  poor  year,  not  an  average  year, 
and  in  1905  and  1906  you  will  find  the  same  conditions 
shown  in  the  earnings. 
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Iii  1913  with  a  knowledge  ol*  tlu*  over-supply  of  sugar  in 
the  world  markets,  I  would  have  considered  Kekalia  prop¬ 
erty  as  a  good  investment,  because  of  the  good  land  and 
surrounding  conditions. 

About  1913  I  owned  200  or  300  acres  in  my  own  name  of 
Waimea  lands  about  four  miles  from  Kekalia :  and  about 
1913  I  purchased  some  of  this  land  for  $1,000  per  acre  and 
raised  cane  on  it,  which  was  ground  at  the  'Waimea  mill. 
In  1898  II.  M.  Von  Holt  bought  100  shares  of  the 

152  company  stocJk  at  $100  per  share.  In  1908  Carl  I  sen- 
berg  sold  about  158  shares  for  $120  per  share, 

because  he  did  not  believe  in  the  storm  drain  project.  Like¬ 
wise,  R.  M.  Isenberg  in  December,  1908  sold  -14  shares  at 
$120  per  share.  At  that  time  the  company  bad  a  surplus  of 
$200,000. 

(Redirect  examination :) 

Messrs.  Meier  &  Kruse  are  now  in  Germany,  1  believe, 
or  Mr.  Meier  is  perhaps  in  Norway.  Under  the  least'  in 
effect  before  1898,  that  firm  and  I  paid  seven-sixteenths  1o 
the  mill  for  grinding  our  sugar,  and  two-sixteenths  to  tin* 
landlord  as  land  rent.  We  regarded  these  rentals  as  exces¬ 
sive,  believing  that  thev  should  have  had  seven-sixteenths 
of  the  sugar  between  them.  Tn  1898  sufficient  water  was 
available  for  all  the  lands  under  cultivation.  When  I  said 
stock  was  issued  for  the  physical  properties  “and  all,”  I 
did  not  mean  to  include  the  leaseholds,  but  in  a  way  tin* 
leaseholds  were  paid  in  for  stock.  The  boundary  of  cane 
land  and  potential  land  covered  by  the  1898  lease  in¬ 
cluded  1,700  or  1,800  acres  of  cane  land  and  other  acres  that 
could  be  converted  into  cane  lands.  The  entire  boundary 
included  4,000  to  5,000  acres:  and  within  the  boundary 
4,600  acres  of  cane  land  have  been  developed.  Those  con¬ 
ditions  were  prospective  in  1898.  In  saying  that  the  lease¬ 
holds  were  worth  much  more  than  $100,400,  as  stated  in  the 
Articles  of  Incorporation,  I  was  only  speaking  of  the  de¬ 
veloped  land  and  did  not  take  into  account  the  value 

153  of  potential  and  reclaimed  lands  which  value  was 
substantial  in  amount.  The  prospective  cane  land 

embraced  all  land  above  the  100  foot  level  for  which  water 
had  to  be  obtained  from  the  mountain.  Also  the  lower 
lands  which  were  later  reclaimed. 
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I  sold  150  shares  oi*  ir.y  stock  in  1908  for  +150  per  share 
for  private  reasons  because  T  needed  the  money  ind  had 
purchased  part  of  same  at  .+100  per  share.  The  +150  per 
share  was  the  market  price  of  the  Kekalia  stock  in  1908. 

The  value  of  cane  lands,  or  sugar  company  properties,  is 
never  measured  by  the  earnings  or  experience  of  any  one 
year,  and  a  period  of  four  or  five  years  before  and  pfter  the 
basis  date  is  taken  to  establish  such  value.  As  shown  by 
Lowrev  Kxhibit  No.  14,  the  average  vearlv  earnings  before 
191  3  were  +524,397,  and  for  the  five  years  succeeding  were 
+580,450.  Hie  period  between  March  4,  1913  and  ^jlarch  4, 
1921  was  one  of  the  most  prosperous  in  the  history  of 
Hawaiian  sugar  industry.  The  industry  has  its  ups  and 
downs  regardless  of  any  tariff  situation,  and  in  1^05  and 
1900,  had  the  same  conditions  as  in  1913.  The  stock  ac¬ 
quired  by  Von  ITolt  was  in  the  nature  of  a  gift  to  him  for 
work  in  securing  the  lease  from  Mrs.  Knudsen,  whoj was  his 
mother-in-law,  and  was  contributed  by  several  of  tlje  stock¬ 
holders. 

154  (Recross-cxamination :) 

My  stock  sold  in  1908  included  part  of  the  extra 
stock  issued  in  1907  or  1908.  The  price  obtained  repre¬ 
sented  the  market  value  of  the  stock  in  1908  when  the  com¬ 
pany  surplus  was  in  excess  of  +200,000.  The  Von  Holt 
transaction  covered  work  done  by  him  in  helping  [to  form 
the  corporation  and  getting  the  lease  from  his  mother-in- 
law,  Mrs.  Knudsen,  and  he  was  supposed  to  have  {mid  for 
the  stock  at  par.  1  did  not  contribute  any  stocli  to  the 
transaction,  as  1  was  not  requested  to  do  so,  aiid  knew 
nothing  about  the  sale. 

The  potential  cane  lands  in  1898  were  lands  fo|r  which 
there  was  no  available  water.  They  were  worth  +500  per 
acre,  because  water  could  be  brought  to  them.  Th|e  upper 
lands  were  the  same  value,  because  lands  above  Jtlie  100 
foot  elevation  could  not  be  watered  from  artesian  wplls,  and 
the  water  was  not  brought  from  the  mountains  to  them 
until  1906.  Such  lands  in  1898  were  reasonably  wojrth  $500 
per  acre.  In  other  words,  lands  with  available  water  and 
land  for  which  water  could  be  made  available  was  apout  the 
same  because,  had  we  bought  all  the  land,  we  woiild  have 
put  in  the  water  and  made  the  land  profitable. 
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(Redirect  examination:) 

In  1918  and  subsequent  years  the  crop  areas  were  about 
the  same  and  we  obtained  about  the  same  amount  of  cane. 


155 


Ambrose  J.  Wirtz. 


(Direct  examination:) 

I  am  52  years  old  and  live  in  Honolulu,  where  I  am  Chief 
Clerk  and  statistician  for  the  American  Factors,  Ltd.  1 
have  been  in  the  general  office  since  1910,  and  have  handled 
statistics  for  the  merchandise  department  since  1905.  This 
statistical  work  is  more  or  less  under  the  treasurer  of  the 
American  Factors,  and  of  the  several  sugar  companies. 
Referring  to  our  present  lease,  after  the  old  lease  expired 
a  new  lease  was  agreed  upon  early  in  1922,  and  was  issued 
by  the  Territorial  Government.  The  company  lias  operated 
under  same  for  the  crops  raised  during  1921,  1925  and  1920. 
I  have  prepared  and  offer  in  evidence,  marked  for  identi¬ 
fication  Wirtz  Exhibit  Xo.  1,  a  schedule  for  the  vears  from 
1911  to  1925,  inclusive,  showing  the  area,  crop  harvested 
each  year,  the  sugar  tonnage,  the  gross  proceeds  for  each  of 
the  years,  and  the  rent  paid  for  each  of  the  years. 

(Cross-examination :) 

The  rental  shown  on  the  schedules  represents  a  percent¬ 
age  of  the  harvested  sugar,  except  for  1924  and  1925.  For 
those  vears,  the  rental  is  a  straight  71-//  of  the  gross  sale 
receipts  from  the  refinery.  That  is  difficult  from  a  per 
cent  of  sugar  production  which  contemplates  a  percentage 
of  the  sugar  to  be  turned  over  to  the  lessor  who  must 
market  the  sugar.  For  all  vears  the  rental  is  de- 
156  pendent  upon  production  and  price  realized.  For  the 
years  before  1920,  the  rent  was  measured  by  the  pre¬ 
vailing  market  price  of  sugar.  It  is  my  impression  that  for 
the  years  1921  to  1923,  inclusive,  the  rent  was  5%,  either  net 
or  gross,  of  the  proceeds  of  the  refinery.  1  will  make  and 
file  a  statement,  marked  for  identification  Respondent V  Fx- 
liibit  Xo.  4,  containing  an  approximate  calculation  covering 
the  years  1911  to  1925,  inclusive,  of  the  rent  computed  under 
the  earlier  lease  and  at  the  rate  of  7%%  of  the  gross  pro¬ 
ceeds  of  the  refinery  and  at  9%  of  the  production,  the  rate 
fixed  in  the  new  lease. 
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C.  3.  Linden. 

(Direct  examination:)  ! 

T  am  42  years  old,  reside  in  Honolulu,  and  am  employed 
as  an  accountant,  specializing  in  Federal  tax  matjters.  I 
have  been  in  accounting  work  since  1903,  and  wajs  in  the 
Government  service  from  1918  to  1920  in  the  Internal 
Revenue  Department.  The  returns  for  the  year  jl920  of 
the  several  sugar  companies  on  Kauai  Island  represented 
by  Alexander  &  Baldwin  and  by  the  American  factors, 
were  prepared  or  approved  by  me.  The  letter,  jLowrey 
Hxhibit  Xo.  1,  was  received  in  the  ordinary  course  of  mail 
by  the  Kekaha  Sugar  Company  and  no  appeal  \va|s  taken 
from  same  by  the  company.  rrhc  1919  overassessment  was 
applied  against  the  1920  additional  tax  and  the  excess  was 
credited  to  the  1924  taxes  paid  in  December,  1925,  ^ind  this 
settlement  was  accepted  both  by  the  Collector  ^nd  the 
company. 

Referring  to  Lowrcy  Exhibit  Xo.  2,  which  yas  pre- 
157  pared  by  me,  the  material  difference  between 
of  the  physical  assets  shown  in  this  schedule  s 
depreciated  value  on  December  31,  1919  is  the  result  of  the 
fact  that  on  December  31,  1919  the  Kekaha  Sugar  Company 
had  only  17  months  for  operations  under  its  existing  lease. 
The  assets  with  a  greater  life  than  the  lease  were  amortized 
on  the  basis  of  the  lease.  These  assets  were  depreciated  on 
the  basis  that  the  Bureau  of  Internal  Revenue  agreed  was 
correct. 

Tax  determinations  for  the  several  other  sughr  com¬ 
panies  on  the  Island  of  Kauai,  evidenced  by  letters  ffom  the 
Bureau  of  Internal  Revenue  were  duly  received  and  placed 
in  my  possession,  and  I  produce  and  offer  them  in  evi¬ 
dence,  marked  for  identification  Linden  Exhibit  Nos.  1  to 
6,  and  describe  them  briefly  as  follows: 

On  October  16,  1926  and  on  June  3,  1926  letters  were 
mailed  to  the  Hawaiian  Sugar  Company,  Ltd.;  on  June  18, 
1926  a  sixty-day  deficiency  letter  was  mailed  to  the  ^Vaimea 
Sugar  Mill  Company,  also  another  letter  addressee}  to  the 
same  firm  on  February  15,  1924.  On  November  25,  1925,  a 
sixty-day  deficiency  letter  was  mailed  to  the  McBryd^  Sugar 
Company,  Ltd.;  on  February  25,  1926  a  letter  was  mailed 
to  the  Koloa  Sugar  Company;  and  on  February  5,  1926  a 


the  cost 
and  the 
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sixtv-dav  deficiency  letter  was  mailed  to  the  Liliue  Planta- 
*  •  •> 

tion  Company,  Ltd.  All  of  these  letters  came  from  the  Con¬ 
solidated  Returns  Division  of  the  Income  Tax  Unit, 
158  and  the  determinations  therein  shown  have  not  been 
changed,  so  far  as  I  know,  since  the  dates  of  these 
letters.  T  also  produce  and  file  in  evidence,  marked  for 
identification  Linden  Exhibits  Nos.  7  to  14,  inclusive,  copies 
of  the  returns  for  the  year  1920  of  the  several  companies  as 
follows : 


Original  and  amended  return  of  the  Lihue  Plantation 
Company,  Ltd.,  and  the  Makee  Sugar  Company,  and  origi¬ 
nal  returns  of  the  IVaimea  Sugar  Company,  Hawaiian 
Sugar  Company,  Koloa  Sugar  Company,  and  consolidated 
return  of  the  McBryde  Sugar  Company.  The  originals  of 
these  returns  are  on  file  in  the  Bureau  of  Internal  Revenue. 

Referring  to  Lowrev  Exhibit  Xo.  13,  being  a  schedule 

showing  amortization  of  leasehold  and  which  I  helped  to 

prepare,  the  schedule  assumes  the  leaseholds  were  acquired 

on  or  about  August,  1898,  and  the  amortization  has  been 

spread  ratably  from  that  date  to  the  termination  of  the  lease 

on  June  1.  1921,  showing  a  depreciated  value  of  leaseholds 

on  March  1,  1913  of  $469,708.02.  A  claim  for  deduction 

from  income  on  account  of  leasehold  exhaustion  and  the 

inclusion  of  the  leasehold  value  amortized,  was  first  made 

to  the  Collector  of  Internal  Revenue  for  the  year  1917  on 

August  29,  1921.  The  claim  was  subsequently  extended  to 

include  the  years  of  1918  to  1921,  inclusive.  Xo  claim  was 

made  for  years  before  1917,  but  the  Bureau  in  auditing  that 

vear  went  back  to  the  vear  1909.  This  is  evidenced  bv  let- 
*  *  • 

ter  from  the  Treasury  Department  to  the  Company,  dated 
March  7,  1923,  which  I  offer  in  evidence  and  marked 
159  for  identification  as  Linden  Exhibit  Xo.  15.  This  let¬ 
ter  covers  five-sixths  of  the  year  1913  and  the  subse- 
quent  years  to  1918,  inclusive.  Xo  similar  letter  as  to  ear¬ 
lier  years  was  issued,  because  the  Department  ruled  that 
refunds  were  not  authorized  by  the  1918  Revenue  Act  on 
taxes  paid  under  the  excise  tax  law  of  1909,  which  was  in 
effect  until  March  1,  1913.  The  determination  shown  bv 
this  letter  has  never  been  changed  by  the  Government  as  it 
relates  to  amortization  of  leaseholds.  In  the  amended  re¬ 
turn  and  in  Lowrey  Exhibit  No.  1,  for  1919  and  1920,  the 
leasehold  exhaustion  used  in  determining  net  income  was 
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the  amount  claimed  and  allowed  oil  the  returns  for  previous 
years  by  the  Department;  and  the  decision  of  the  Bureau 
for  the  year  1919  has  never  been  changed.  The  valuation  of 
physical  assets  appearing  on  the  company’s  books  at  the 
time  of  incorporation  in  1898  has  been  accepted  without 
change  by  the  Department. 

Lowrev  Exhibit  No.  14,  prepared  by  me,  schedules  the  in¬ 
come  of  the  company  from  its  operations  from  190$  to  1912, 
inclusive,  and  also  the  assets  employed  during  thaf;  period. 
The  item,  income  per  books,  is  taken  from  the  account  books 
before  me  and  I  can  pick  out  the  several  items  representing 
same.  The  next  heading  of  additional  clearing  and  rec¬ 
lamation  represents  amounts  charged  to  the  storm  drain 
accounts  and  expensed  during  those  years.  Thej^e  items 
were  deducted  from  income  in  the  returns 
160  several  years  and  the  Department  in  the  auc 

returns  disallowed  all  of  these  items  on  th4  ground 

i  ° 

same  represented  capital  expenditures.  The  adjustment  in 
the  schedule  entitled  “Additional  Depreciation  and  Amorti¬ 
zation,”  is  the  excess  thereof  over  the  amount  deducted  on 
the  books. 

Referring  to  depreciation  schedule,  same  is  a  schedule  of 
adjusted  depreciation  and  amortization  of  the  bocjk  assets 
on  the  basis  of  cost,  and  of  amortization  over  the  period  of 
the  lease,  i.  e.,  of  such  items  which  had  a  life  extending  be¬ 
yond  the  life  of  the  lease.  I  am  filing  this  exhibit  for  the 
purpose  of  computation,  and  same  is  marked  for  identifica¬ 
tion  as  Linden  Exhibit  No.  16.  The  schedule  reflects  the 
correct  adjusted  depreciation  and  amortization  |  of  the 
physical  assets  for  the  years  1898  to  May,  1921,  inclusive, 
and  has  heretofore  been  approved  by  the  Income  Tax  Unit. 
This  is  shown  by  letter  previously  introduced  in  Evidence 
from  the  Department  in  reference  to  the  tax  liability  of  the 
company. 

Referring  to  Linden  Exhibit  No.  15,  the  item,  “Amortiza¬ 
tion  of  Assets,  Life  of  Lease,”  for  the  several  years  has  ref¬ 
erence  to  the  amounts  shown  by  Linden  Exhibit  No^  16.  In 
Linden  Exhibit  No.  15  the  restoration  of  depreciation  and 
all  other  items  taken  from  this  schedule  are  not  jncluded 
with  Linden  Exhibit  No.  16.  Amounts  shown  on  sgme,  for 
example,  the  item  depreciation  restored  in  1915  of  $101,- 
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301.14  ties  with  Lowrey  Exhibit  Xo.  1,  as  being  $40,- 

161  000  depreciation  taken  in  the  original  return  and  $70,- 
404.50  as  the  depreciation  on  the  schedule  with  allow¬ 
ance  taken  in  the  returns.  The  amount  lias  been  allowed  by 
the  Income  Tax  Unit  as  shown  by  its  letter  of  April  16, 
1024.  The  invested  capital  of  the  company  has  been  re¬ 
duced  by  the  amortization  or  exhaustion  shown  in  Linden 
Exhibit  Xo.  16,  to  the  excess  of  the  amount  originally  writ¬ 
ten  off  the  books. 

The  acceptance  by  the  Department  of  this  amortization 
schedule  of  physical  assets  materially  reduced  invested 
capital  for  the  taxable  year  1920,  and  the  figures  appearing 
in  Linden  Exhibit  Xo.  16  were  used  by  the  Unit  in  such  com¬ 
putation.  These  facts  are  reflected  in  Lowrey  Exhibit  Xo. 
2,  in  the  reduction  of  the  net  value  of  the  depreciated  bal¬ 
ance  of  the  respective  assets,  being  a  reduction  of  the  figures 
shown  in  the  cost  column  to  depreciated  balances.  The  de¬ 
preciation  shown  in  Linden  Exhibit  Xo.  16,  was  not  taken 
altogether  on  the  books  prior  to  December  31,  1922,  and  a 
considerable  amount  was  written  off  subsequent  to  that 
date.  If  the  invested  capital  was  computed  according  to  the 
books  it  would  exceed  the  amount  determined  by  the  De¬ 
partment  in  its  deficiency  letter  in  the  sum  of  $574,188.52. 
In  Linden  Exhibit  Xo.  16,  $112,554.38  is  shown  as  deductible 
depreciation  for  1920,  and  the  amount  written  off  on  the 
books  was  $40,000.  The  Department  disallowed  the  dif¬ 
ference  of  $72,554.38.  The  depreciation  computed  in 

162  Linden  Exhibit  Xo.  16  is  upon  the  same  basis  as  in 
previous  years  and  the  total  depreciation  allowable 

for  1920  according  to  the  schedule,  is  not  a  duplication  and 
was  not  otherwise  allowed  by  the  Department.  The  defi¬ 
ciency  letter  describes  the  disallowance  of  $72,554.38  as 
non-taxable  income,  and  says  same  indicates  depreciation 
in  excess  of  the  amount  charged  off  and  sustained  has  been 
claimed  as  a  deduction.  In  Schedule  L  of  the  return  pro¬ 
viding  for  a  reconciliation  of  net  income  and  an  analvsis 


of  changes  in  surplus,  the  limitations  of  the  return  form 
required  the  item  to  be  described  as  non-taxable  income,  and 
its  actual  meaning  was  overlooked  by  the  Department. 
Likewise,  in  the  deficiency  letter,  it  is  incorrectly  stated  that 
the  entry  in  Schedule  L  indicates  insufficient  depreciation 
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for  prior  years.  Tlie  item  represents  depreciation  fjor  the 
year  1920.  j 

Referring  to  Low  rev  Exhibit  No.  14,  the  amount  jsliown 
under  the  heading*,  4 4 Additional  Depreciation  and  Amorti¬ 
zation,  ”  represents  depreciation  for  each  of  the  year^  from 
1908  to  1912,  inclusive,  but  which  was  not  written  <|>ff  the 
books.  These  amounts  are  a  part  of  the  depreciation  de¬ 
ducted  in  the  Department’s  determination  of  1920  invested 
capital.  Each  of  these  amounts  represent  the  difference 
between  the  depreciation  charged  off  on  the  books  and  the 
depreciation  shown  for  several  years  in  Linden  Exhibit  Xo. 
1G.  The  item,  Assets  employed  in  the  business,  shown  in 
Lowrev  Exhibit  Xo.  14,  was  taken  from  the  books  and 
163  records  of  the  company,  excepting  the  accum|ulatcd 
depreciation  applicable  to  invested  capital  anjd  suf¬ 
fered  for  prior  years  which  was  taken  from  Linden  p|xliibit 
Xo.  10.  Lowrev  Exhibit  Xo.  14  is  correct,  and  these  expla¬ 
nations  are  applicable  to  Lowrev  Exhibit  Xo.  15.  The  in¬ 
come  in  Lowrev  Exhibit  AM.  14  was  taken  from  the  books, 
and  Lowrev  Exhibit  Xo.  15  was  taken  from  the  Depart¬ 
mental  letter  dated  May  7,  1923  as  the  Departmental  de¬ 
termination  of  income  for  the  years  1913  to  1917,  inc  usive. 
With  this  exception  my  answer  as  to  the  schedule  in  Low- 
rcv  Exhibit  Xo.  14  also  applies  to  Lowrev  Exhibit  Xo.  15. 
The  valuation  of  leasehold  for  purposes  of  exhaustion  de¬ 
duction  and  for  invested  capital  have  been  approved  by 
departmental  letters  of  March  7,  1923  and  of  February  18, 
1924.  The  case  was  subsequently  reviewed  by  the  Solicitor 
of  Internal  Revenue  and  no  change  of  the  determination 
was  made  by  that  officer. 

The  deficiency  letter  is  incorrect  in  its  statemenp  that 
contentions  of  the  taxpayer  are  set  out  in  a  brief  not j  dated 
and  not  sworn  to  but  submitted  in  support  of  taxes  collected 
for  the  year  1917,  because  the  brief  was  made  part  of  the 
claim  for  refund,  which  was  signed,  dated,  and  swojrn  to. 
The  letter  also  says  the  actual  date  of  incorporation  is 
Julv  16,  1898  and  not  August  3,  1898.  The  deficiencvi  letter 
criticises  statements  in  the  brief  as  to  the  exchange.  of 
property  of  the  several  partnerships  for  stock  in  thb  com¬ 
pany  on  the  basis  of  the  real  value  of  the  property  of  each 
of  the  partnerships  in  comparison  with  each  other 
164  instead  of  upon  the  basis  of  the  actual  cash  v^lue  of 
each  property.  The  Department  apparently  assumes 
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another  basis  was  used  for  the  stock  distribution  and  its 
calculations  are  not  subject  to  verification. 

The  deficiency  letter  says  that  D.  F.  Hackfeld  acquired 
800  shares  of  stock  on  August  4,  1898'  and  that  on  August 
31, 1898  II.  Hackfeld  &  Company  purchased  them  from  him 
for  $125  per  share,  and  comments  that  D.  F.  Hackfeld  was 
too  shrewd  a  business  man  to  sell  stock  at  this  figure  when 
the  cash  value  exceeded  $325  per  share  and  the  sale  meant 
a  loss  to  him  of  $100,680.  The  books  and  records  of  the 
Kekaha  Sugar  Company  and  those  of  H.  Hackfeld  &  Com¬ 
pany  do  not  show  the  name  of  D.  F.  Hackfeld.  Presumably 
the  letter  has  reference  to  J.  F.  Hackfeld,  who  was  an  offi¬ 
cer  of  H.  Hackfeld  &  Company  but  he  was  never  a  stock¬ 
holder  in  the  Kekaha  Sugar  Company. 

The  deficiency  letter  makes  an  incomplete  statement  in 
saying  the  lease  acquired  at  the  time  of  incorporation  pro¬ 
vided  for  a  rental  of  approximately  9%  of  the  product 
raised,  because  tile  rentals  were  9%,  5%,  and  2*4%. 

In  the  computation  of  1920  invested  capital  the  Unit  dis¬ 
allowed  $8,601.74  as  “expense  charges  improperly  re¬ 
stored".  This  item  is  similar  to  expenditures  in  the  storm 
drain  account  for  1913  and  subsequent  years  which  the  De¬ 
partment  capitalized  and  disallowed  as  expense  deductions. 

Similar  items  were  capitalized  by  the  Department  for 
165  the  years  1914  to  1918,  inclusive.  In  the  computa¬ 
tion  of  income  for  1919,  shown  in  Lowrey  Exhibit 
Xo.  1,  the  basis  for  net  income  shown  therein  is  the  income 
of  the  amended  return,  and  in  same  the  expenditures  for 
storm  drains  were  included  in  income.  The  same  is  true 
for  1920.  These  additions  were  made  because  the  Bureau 
had  ruled  that  these  items  were  capital  expenditures.  I 
have  prepared  and  file-  in  evidence,  marked  for  identifica¬ 
tion  Linden  Exhibit  Xo.  18,  a  schedule  amortizing  the  storm 
drain  expenditures  over  the  life  of  the  lease. 

In  the  deficiency  letter  invested  capital  for  1921  was  re¬ 
duced  by  the  entire  amount  of  storm  drain  expenditures, 
although  onlv  five-sixteenths  of  such  amount  was  included 
in  invested  capital  in  the  amended  return,  which  is  taken 
as  the  basis  of  the  Departmental  adjustment. 

The  witness  testified  further: 

“Q.  Mr.  Linden,  I  want  to  ask  you  regarding  the  treat¬ 
ment  for  income  tax  purposes  of  the  leasehold  and  rever- 
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sion  cost,  tlie  two  hundred  and  forty  thousand  dollar  item 
referred  to  by  the  other  witnesses.  Have  you  prepared  a 
schedule  showing  the  treatment  of  this  item  on  the  IBooks 
and  the  claim  of  the  taxpayer  as  to  how  it  should  be  treated 
both  for  income  and  invested  capital  purposes!  A.jYes, 
sir,  I  have. 

Q.  I  hand  you  a  paper  which  purports  to  be  that  sched¬ 
ule,  and  I  will  ask  you  to  examine  it  and  state  what  it  is. 
A.  It  is  that  schedule. 

Q.  I  will  get  you  to  file  that  as  a  part  of  your  testimony 
and  mark  it  Linden  Number  17.” 

166  The  American  Factors,  in  keeping  its  books,  uses 
the  crop  system  of  accounting,  in  which  each  crop  is 

treated  as  a  separate  unit  for  accounting  purposes,  aijd  ac¬ 
cording  to  its  books  the  Kekalia  Sugar  Company  has  always 
used  this  system.  The  rental  payment  made  in  1918  by  the 
Kekaha  Sugar  Company  was  $114,159.68,  and  one-third  of 
same  was  distributed  to  the  crops  of  1918,  1919,  and  1920, 
in  accordance  with  the  practice  of  treating  such  payments 
upon  the  books.  When  an  item  is  carried  forward  iji  this 
way  to  a  subsequent  year  or  years,  it  is  capitalized  insofar 
as  it  is  treated  as  a  deferred  charge  to  a  future  crop,  which 
is  one  of  the  capital  assets  of  the  company,  and  this 'prac¬ 
tice  is  recognized  as  good  accounting. 

The  witness  testified  further: 

“Q.  Mr.  Linden,  I  read  you  again  from  the  deficiency 
letter  in  this  case,  Schedule  2,  paragraph  ‘D’,  ‘Rental 
charges  adjusted,  $72,053.22.  The  evidence  before  tile  Bu¬ 
reau  shows  that  the  rental  paid  in  1918,  $38,053.42,  had  been 
deferred  as  a  charge  against  your  1920  crop.  The  Rental 
paid  in  1918  was  based  upon  a  crop  harvested  and  sold.  dur¬ 
ing  1918  and  no  part  thereof  can  be  considered  as  a  pjroper 
charge  against  a  future  crop.’  Is  that  finding  consistent 
or  inconsistent  with  the  system  of  accounting  that  was  em¬ 
ployed  by  this  company  in  1918  and  subsequent  yearS!  A. 
The  finding  is  inconsistent.” 

The  crop  accounting  method  of  the  company  has  been 
approved  by  the  Bureau  of  Internal  Revenue  for  current 
years,  and  in  1909  the  company  was  virtually  ordered 

167  by  the  Bureau  to  make  its  return  upon  the  crop!  basis, 
although  the  1909  Act  provided  that  the  1909  return 
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should  be  made  on  a  cash  receipts  and  disbursements  basis. 
The  Bureau  letter^  relating  to  1913  to  1918’  and  1919,  which 
we  have  offered  in  evidence,  are  based  on  the  crop  system 
of  accounting  and  all  items  entering  into  the  computation 
of  the  1920  net  income  and  computed  in  the  deficiency  letter 
on  the  crop  basis,  except  rental  charges. 

Referring  to  Linden  Exhibit  No.  17,  the  items,  4 ‘Deduc¬ 
tion  for  rental  December  31,  1919,  $110,000  and  December 
31,  1920,  $130,000' mean  that  the  amount  of  $240,000  en¬ 
tered  on  the  books  on  December  31,  1918  was  written  off  by 
charges  of  $110,000  to  the  1919  crop  and  $130,000  to  the 
1920  crop. 

( Toss-examination : 

I  became  an  Internal  Revenue  Agent  in  the  Honolulu  Di¬ 
vision  of  the  Treasury  Department  on  October  26, 1919,  and 
resigned  on  April  18,  1920,  and  the  following  day  went  to 
work  for  Alexander  &  Baldwin  and  the  American  Factors, 
Ltd.  Previouslv  I  had  nothing  to  do  with  the  books  of  the 
several  plantations.  Referring  to  Linden  Exhibit  No.  1, 
which  is  a  Departmental  letter  of  October  26,  1926  to  the 
Hawaiian  Sugar  Company  and  covering  the  year  1920,  a 
reply  to  same  will  be  made  within  the  next  few  days.  I 
cannot  say  whether  the  Hawaiian  Sugar  Company  has 
claimed  spebial  assessment  for  1920,  or  whether  such 
168  claim  will  be  made  in  reply  to  the  Departmental  let¬ 
ter.  In  previous  years  the  Hawaiian  Sugar  Com¬ 
pany  claimed  special  assessment  because  it  was  located  on 
leased  land,  and  the  same  condition  was  existing  in  1920. 
I  believe  the  Hawaiian  Sugar  Company  would  be  a  fair 
comparative  for  the  year  1920  with  the  Kekaha  Sugar  Com¬ 
pany,  although  I  know  a  concern  which  has  applied  for 
special  assessment  is  not  used  as  a  comparative  by  the 
Special  Assessment  Section  of  the  Bureau. 

Referring  to  my  second  exhibit,  being  a  sixty-day  Depart¬ 
mental  letter  to  the  Waimea  Sugar  Mill  Company,  dated 
June  28,  1926,  no  appeal  to  the  Board  of  Tax  Appeals  was 
taken  on  account  of  the  expense  which  would  be  incurred 
through  prosecuting  the  appeal  in  Washington,  but  we  do 
not  concede  that  the  adjustments  made  in  the  letter  are  cor¬ 
rect.  T  do  not  believe  the  Waimea  Sugar  Mill  Company  is 
fairly  comparable  with  the  Kekaha  Sugar  Company. 


ROBERT  H.  LUCAS,  COMMISSIONER,  ETC. 


Ill 


Referring  to  Linden  Exhibit  No.  3,  containing  a  sixty- 
day  Department  letter  dated  February  5, 1926,  to  the  Lihue 
Plantation  Company,  no  appeal  was  taken  from  its  findings, 
because  they  were  taken  for  correct.  The  Lihue  Plantation 
Company  never  applied  for  special  assessment.  Referring 
to  Linden  Exhibit  No.  4,  containing  a  sixty-day  letter  cjlated 
March  26,  1925  addressed  to  the  Makee  Sugar  Company, 
Ltd.,  no  appeal  was  taken  from  same  and  the  letter  was  ac¬ 
cepted  as  correct.  The  Makee  Sugar  Company!  like- 
169  wise  never  applied  for  special  assessment  fof  the 
year  1920.  Referring  to  Linden  Exhibit  No.  5,|  con¬ 
taining  Departmental  letter  of  March  S,  1926,  for  the  [year 
1920,  to  the  Koloa  Sugar  Company,  giving  notice  of  a  jeop¬ 
ardy  assessment  of  $267.81,  no  appeal  was  taken  and  the 
tax  was  paid  and  the  case  has  been  closed.  The  Koloa 
Sugar  Company  never  applied  for  any  special  assessment 
for  any  year,  and  has  accepted  as  correct  the  findings  of 
the  Bureau,  with  respect  to  1920. 

Referring  to  Linden  Exhibit  No.  6,  containing  a  Depart¬ 
mental  letter  dated  November  25,  1925,  for  the  years  1918, 
1919  and  1920,  to  the  McBryde  Sugar  Company,  an  appeal 
to  the  Board  of  Tax  Appeals  was  taken  covering  each  of 
these  years,  and  I  file  copy  of  the  petition,  marked  for 
identification  Respondent’s  Exhibit  No.  5.  In  the  petition, 
special  assessment  is  not  claimed  for  any  of  the  years  in 
controversy. 

The  brief  which  I  filed  in  support  of  the  1917  claim  for 
refund  of  petitioner  stated  the  points  on  which  the  diaim 
was  based  and  was  supplemented  by  additional  information 
and  bv  affidavits.  The  claims  made  were  allowed  for  1913 
through  1919  on  the  basis  of  briefs  we  filed,  and  all  facts 
having  any  possible  bearing  on  the  case  were  submitted  by 
the  taxpayer  to  the  Bureau.  In  the  brief,  statement  is  made 
that  immediately  after  the  incorporation  of  the  company, 
Hackfeld  &  Company  offered  H.  P.  Faye,  a  former  partner 
and  stockholder,  $300  per  share  for  his  stock,  which  bffer 
was  rejected,  and  the  annexed  affidavit  of  Mr.  Faye 
170  shows  the  date  of  the  offer.  The  brief  stated  jtliat 
the  company  was  incorporated  August  3,  1898,  and 
the  Bureau  claims  the  incorporation  occurred  on  July  16, 
1898.  Referring  to  the  Hackfeld  offer  as  made  in  tliej  fol¬ 
lowing  January,  the  word  4 ‘immediately”  used  in  the  brief 
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is  not  misleading,  because  when  the  company  was  organized 

the  1898  crop  had  been  sold  and  its  profits  distributed  to  the 

several  partnerships.  In  January,  1899  the  new  crop  had 

not  come  in.  T  explained  in  conference  that  the  affidavit 

showed  the  date  of  the  offer  mentioned  in  t lie  brief. 

In  the  brief  reference  is  made  to  a  sale  of  300  shares  of 

company  stock  to  Hackfeld  &  Company  for  $95,000  as  the 

basis  of  claim  for  leasehold  valuation  at  incorporation  of 

$1,900,000.  At  that  time,  this  sale  was  the  only  bona  fide 

sale  for  value;  and  later  I  explained  to  the  Bureau  other 

transactions  in  the  stock  so  that  whether  thev  were  bona 

* 

fide  might  be  considered.  I  did  not  mention  the  sale  of  800 

shares  of  stock  for  $100,000  recorded  in  the  Hackfeld  books 

in  1898,  because  other  considerations  entered  into  that 

transaction  which  made  it  valueless  as  a  measure  of  value. 

I  had  ascertained  the  facts  from  persons  acquainted  with 

them  and  presented  these  facts  for  consideration  when  this 

sale  was  brought  to  the  attention  of  the  Commissioner  bv 

the  Honolulu  office.  The  Commissioner  sustained  mv  con- 

tent  ion  that  that  sale  was  not  to  be  considered  as  having 

anv  bearing  on  the  value.  Accordinglv,  his  conclusion 

became  the  final  determination  for  the  vears  1913  to 

171  1919  and  also  for  1920,  but  for  some  unexplained 

reason  the  Commissioner  reversed  himself  tlire<‘ 

davs  before  the  statute  of  limitations  became  effective  and 
* 

reopened  the  case  and  caused  the  present  appeal  to  be 
taken.  The  statute  of  limitations  did  not  bar  collection  of 
additional  taxes  f6r  the  year  1913  through  1919,  when  the 
first  sixtv-dav  letter  was  issued,  but  did  bar  such  collection 
when  the  last  sixty-day  letter  for  the  year  1920  was  issued. 
In  reply  to  your  question  whether  I  will  furnish  waivers  for 
the  company  for  the  years  1913  through  1919,  or  will  recom¬ 
mend  that  the  officers  execute  such  waivers,  I  will  sav  that 
I  am  not  authorized  to  sign  any  waivers  and  will  hereafter 
decide  whether  I  will  make  such  recommendation  to  the 
officers.  I  am  trying  to  show  in  the  record  that  the  Com¬ 
missioner  voluntarily  allowed  the  claims  of  the  company 
for  the  years  before  1920  and  is  rejecting  it  for  the  year 
1920.  I  do  not  think  the  Commissioner  would  have  re¬ 
versed  his  action  for  the  earlier  years,  if  the  Statute  of 
Limitations  did  not  bar  such  action,  because  I  have  never 
before  seen  a  case  reversed  after  it  has  been  approved  by 
the  signature  of  himself  or  deputy,  or  by  the  Solicitor  of 
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Internal  Revenue.  I  would  recommend  that  the  coinpanv 
tile  waivers  for  the  earlier  years  so  1  lie  Commissioner 
might  be  given  a  chance  to  correct  alleged  errors  in  same  if 
the  Commissioner  would  at  the  same  time  give  us  a  ^liance 
to  get  back  the  additional  taxes  paid  and  go  fifty-fifty  with 
us  on  the  results. 

172  In  the  brief  on  the  1917  claim,  mention  was  not 
made  of  the  sale  by  Hackfeld  &  Company  of  18 

shares  at  $100  per  share  on  November  21, 1898  to  Voh  Holt. 
The  books  show  this  18  shares  was  sold  at  par  and  that  at 
the  same  time  300  shares  were  bought  at  $315  per  sha^c  and 
that  the  18-shares  sale  was  not  a  bona  fide  sale.  When  the 
Revenue  Agent  reported  this  sale  to  the  Commissioner  and 
1  explained  it  in  this  way,  the  Commissioner  agreed  lit  had 
no  bearing  on  the  tax  determination.  I  left  out  of  tlicf  brief 
reference  to  the  acquisition  of  82  shares  additional  hi  par 
by  Von  Ilolt  in  November,  1898,  because  T  ascertained  other 
considerations  entered  into  the  transaction  in  addition  to 

i 

the  money  paid  for  the  stock.  I  likewise  placed  j  these 

details  before  the  Commissioner  in  answer  to  the  Revenue 

Agent  reporting  the  transaction,  and  the  Commissioner 

again  rejected  this  transaction  because  it  had  no  bearing 

on  the  tax  determination.  In  the  original  brief  all  material 

facts  in  reference  to  value  of  property  was  disclosed  and 

the  points  made  by  the  Revenue  Agent  were  explained 

a  wav  bv  me  to  the  satisfaction  of  the  Commissioner  on  these 
•/  * 

several  transactions. 

When  the  1917  refund  claim  was  prepared  I  did  not  know 
that  Mr.  Faye  in  1908  had  sold  150  shares  of  his  stjDck  at 
$150  per  share  when  the  company  had  a  surplus  of  ijlmost 
$300,000  and  major  improvements  had  been  installed.!  The 
transaction,  occurring  more  than  ten  years  after  in- 

173  corporation  was  too  remote  to  have  any  bearing 
upon  the  1898  values.  In  preparing  the  1917  claim,  I 

had  access  to  the  Articles  of  Incorporation,  and  knewl  same 
showed  a  value  of  $104,000  for  the  leaseholds.  This  state¬ 
ment  was  not  included  in  the  brief,  because  it  was  sinlply  a 
balancing  figure.  The  brief  shows  it  was  not  necessary  to 
use  a  nv  balancing  figure,  and  that  material  additional 
values  were  present  in  the  transaction.  The  agent’s  con¬ 
fidential  report  was  never  given  to  me  and  I  was  never 
asked  any  questions  about  the  matter.  I  did  not  say  }n  the 

8 — 5098a 
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brief  that  in  the  opening  journal  entry  no  value  was  set  up 
for  the  leaseholds,  because  the  omission  had  no  bearing  on 
the  case.  I  presented  all  material  facts  either  favorable  or 
unfavorable,  and  found  no  unfavorable  matters  in  the  case. 
According  to  the  books,  5,200  shares  of  stock  in  the  aggre¬ 
gate  were  issued  to  Faye,  Meier  &  Kruse,  and  to  the 
Kekaha  Sugar  Company  partnership,  and  according  to  the 
Articles  of  Incorporation,  6,000  shares  were  issued.  It  lias 
been  shown  that  800  shares  of  the  original  6,000  shares  were 
issued  to  Hackfeld  interests.  The  Kekaha  partnership,  in 
addition  to  its  physical  properties,  which  were  $275,000, 
received  one-half  of  the  sugar  grown  by  the  other  parties. 
We  are  claiming  the  leaseholds  are  worth  $1,900,000,  hence 
being  $1,300,000  in  excess  of  the  stock  issued.  The  stock 
was  issued  in  proportion  to  the  physical  property.  Assum¬ 
ing  2,600  shares  of  stock  were  issued  for  the  leasehold 
lands  and  represented  a  value  of  $1,900,000  upon  a 
174  pro  rata  basis  of  3,400  issued  for  the  mill,  I  cannot 
assign  a  value  to  the  mill  alone  because  it  had  a  50 c/c 
interest  in  the  leaseholds. 

The  claim  of  leasehold  valuations  was  suggested  to  me 
after  I  went  to  wbrk  for  the  company  in  connection  with 
the  several  leaseholds,  but  I  cannot  sav  bv  whom  the  sug- 
gestion  was  originally  made.  Assuming  the  mill  had  one- 
half  interest  in  each  of  the  leaseholds  and  2,600  shares  of 
stock  issued  for  property  were  worth  $1,900,000,  the  prop- 
ertv  for  which  the1 3,400  shares  were  issued  would  be  worth 
roughly  $1,142,000.  We  claimed  the  value  of  the  property 
as  a  whole  with  the  mill  and  the  plantations  combined 
should  be  used  in  the  computation. 

Referring  to  the  payment  of  $240,000  for  leaseholds  pur¬ 
chased  in  November,  1918  and  expiring  May  31,  1920,  the 
amortization  of  such  costs  did  not  apply  to  the  year  1918, 
because  when  the  agreement  was  made  the  1918  crop  had 
been  harvested  and  sold.  In  1919  there  were  three  crops  in 
the  ground  and  the  account  should  be  spread  over  same. 
This  was  not  done  upon  the  books  and  we  have  admitted  the 
error  in  our  petition. 

I  represent  fifteen  sugar  companies  now  in  existence  in 
their  tax  matters.  They  use  the  same  method  of  accounting 
which  they  had  in  earlier  years  and  some  are  not  upon  a 
crop  basis,  as  to  all  items  of  expenditure. 

The  witness  testified  further : 
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“Q.  Now,  Mr.  Linden,  T  wish  you  would  dxplain 

175  just  what  relation,  for  example,  to  the  1919  and  1920 
crops,  the  rent  paid  in  1918  is?  A.  Because  the}  rental 

was  paid  on  the  entire  plantation,  some  of  the  landd  under 
cultivation  were  not  harvested,  hut  if  the  rental  was  ^>aid  on 
those  lands  t lie  same  as  on  those  that  were  harvested  it 
would  he  perfectly  proper  accounting  to  distribute  the 
rental. 

Q.  Did  you  pick  out  those  lands — did  you  in  1918  pack  out 
these  precise  lands  which  were  planted  to  the  crofl  which 
would  he  harvested  in  1919,  the  same  as  in  1920,  bnd  de- 

7  •  I 

termine  the  exact  amount  of  rent  applicable  to  those  lands 
and  charge  it  accordingly?  A.  No,  sir,  I  don’t  thi^ik  that 
was  done. 

Q.  How  was  it  handled?  A.  The  area  harvested  each 
year  closely  approximated  the  area  harvested  in  any  other 
year,  and  you  simply  divide  it  by  three,  and  distribute  it 
on  that  basis. 

Q.  Do  you  know  in  1918, 1919  and  1920,  with  regard  to  the 
Kekaha  Sugar  Company,  that  a  third  of  their  lantjs  were 
planted  to  each  crop?  A.  No,  sir. 

Q.  Did  you  make  that  investigation,  or  was  that  investi¬ 
gation  made  in  determining  what  portion  of  the  rept  paid 
in  1918  should  be  deferred  to  future  years?  A.  No,  sir,  I 
did  nol  verify  that  entry  any  more  than  I  verified  an^T  entry 
charged  to  the  crops.  I  did  verify  it  to  the  extent  of  seeing 

that  thev  had  followed  the  same  system  consistentlvi” 

•  *  • 

(Redirect  examination:) 

176  On  redirect  examination  the  witness  testified  as 
follows: 

“Q.  Mr.  Linden,  before  you  prepared  the  amended  re¬ 
turn  of  the  Kekaha  Sugar  Company  for  the  year  lf)20  did 
you  learn  as  to  the  proportion  of  the  land  that  had  been 
cultivated  in  the  several  crops  for  the  several  years?  A. 
Did  I?  | 

Q.  Yes.  A.  No,  sir. 

Q.  1  do  not  mean  the  exact  proportion,  but  I  mean  the  ap¬ 
proximate  proportion.  A.  No,  except  that  the  distribution 
to  crops — as  shown  by  the  book  to  be  correct. 

Q.  In  connection  with  that  distribution,  did  you  make  any 
inquiries?  A.  No,  sir,  I  did  not.” 
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The  application  for  special  ass  •ssmcnt  of  the  Hawaiian 
Sugar  Company  and  the  Waimea  Sugar  Company  was  de¬ 
nied  in  both  cases.  My  information  is  that  a  company  which 
has  been  denied  special  assessment  is  recognized  as  a  proper 
comparative.  If  protest  is  made  by  the  Hawaiian  Sugar 
Company  to  the  deficiency  in  the  tax  determination  set  forth 
in  the  letter  of  August  10,  1925  and  is  sustained,  it  will 
decrease  the  rate  of  profits  tax  on  the  company. 

When  I  prepared  the  brief  on  the  1917  claim,  I 
177  knew  Von  Holt  had  received  stock  partly  for  service 

bv  him  as  testified  bv  Mr.  Favc  in  this  case.  The 
*  *  • 

schedule  attached  to  the  Articles  of  Incorporation  shows 
not  less  than  $600,000  of  physical  property  were  transferred 
to  the  corporation.  In  preparing  the  brief  I  knew  that 
Hackfeld  &  Company  balanced  the  several  interests  of  the 
stockholders  in  determining  the  amount  of  stock  to  be  is- 
sued  to  each  stockholder. 


Louis  J.  Warren. 


(Direct  examination:) 

I  am  49  years  old,  reside  in  Honolulu,  and  have  been  a 
practicing  lawyer  for  20  years,  and  am  familiar  with  the 
statute  law  of  this  Territory.  Tn  1898  the  Territorial  laws 
were  contained  in  a  Code  as  the  civil  laws  and  penal  laws 
of  1897.  Tn  1898  portions  of  these  laws  had  been  repealed 
or  modified  by  the  Organic  Act,  which  converted  the  lie- 
public  of  Hawaii  into  the  Territory  of  Hawaii.  I  have  be¬ 
fore  me  the  laws  published  by  legislative  authority.  Sec¬ 
tion  2035  of  the  Code  provides  as  follows : 

“Sec.  2035.  Upon  the  filing  of  said  Articles  of  Associa¬ 
tion  and  Affidavit,  the  persons  who  have  subscribed  the 
same,  their  associates,  successors  and  assigns,  shall  there¬ 
after  be  deemed  to  be  and  be  a  body  corporate  by  the  name 
and  style  provided  in  said  articles;  and  shall  have  succes¬ 
sion  and  corporate  existence  for  such  term  as  may 
178  be  agreed  upon,  not  to  exceed  fifty  years,  and  shall 
have  all  the  powers  and  be  subject  to  all  the  liabilities 
now  provided  by  law  for  incorporated  companies;  and  shall 
be  subject  to  all  general  laws  hereafter  to  be  enacted  in 
regard  to  corporations.  Xo  stockholder  shall  be  liable  for 
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the  debts  of  the  corporation  beyond  the  amount  <j>f  what 
may  be  due  upon  the  share  or  shares  owned  by  him.” 


This  was  in  full  force  and  effect  in  1898. 

In  the  revised  laws  of  Hawaii,  1925,  Section  486  provides 

7  I 

as  follows: 

“Sec.  486.  Holding  Over,  When. — Subject  to  the  provi¬ 
sions  of  the  next  paragraph,  the  Commissioner”  (that  hav¬ 
ing  reference  to  the  Commissioner  of  Public  Lands)  “may 
in  his  discretion  allow  anv  lessee  of  a  general  lease  to  hold 
the  leased  premises  after  the  expiration  of  the  term  of  such 
lease  upon  the  conditions  set  forth  in  the  lease,  in  ciise  such 
premises  are  not  disposed  of  at  the  expiration  of  tjie  term 
of  the  old  lease,  but  such  holding  over  shall  not  in  any  case 
be  allowed  for  a  period  longer  than  one  year. 

The  Commissioner,  with  the  approval  of  the  Governor, 
may  by  contract  or  agreement  authorize  any  person  who 
has  the  right  of  possession,  under  a  general  lease  fiom  the 
Territory,  or  agricultural  or  pastoral  lands  included  in  any 
homestead,  to  continue  in  possession  of  such  lands  a^ter  the 
expiration  of  the  lease  until  such  time  as  the  homejsteader 
takes  actual  possession  thereof  under  any  form  otj  home¬ 
stead  agreement.  The  ( Vmimissioner  mav  fix  in  the  contract 
or  agreement  such  other  terms  and  conditions  as  liq  deems 
advisable.” 

The  first  paragraph  of  this  section  has  peen  in 
179  effect  since  1895.  The  second  paragraph  was  jmacted 
in  an  amendment  to  the  Organic  Act  passed  bn  July 
9,  1921  and  in  the  1925  Code  the  first  paragraph  was  made 
subject  to  such  amendment.  With  these  changes,  tlje  fore¬ 
going  section  has  been  in  effect  since  1898  until  the  present 
time. 


(Cross-examination :) 

I  am  a  member  of*  the  firm  of  Smith,  Warren,  Stanley  & 
Vitousek.  We  have  never  represented  the  Kekahai  Sugar 
Company,  but  we  have  had,  some  years  ago,  som^  small 
matters  for  the  American  Factors.  By  Section  1101)  of  the 
Civil  Laws  of  1897  the  Common  Law  of  England  ad  ascer¬ 
tained  by  English  and  American  decisions  and  as  altered  or 
modified  by  statute,  was  the  system  of  law  in  effect}  in  the 
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Hawaiian  Islands.  Section  2040  of  the  Civil  Laws  of  1897 
is  as  follows: 

44 Sec.  2040.  Any  person  or  persons  who  shall  make  a 
false  statement  in  any  affidavit,  return,  statement,  or  certi¬ 
ficate  of  stock  in  regard  to  a  corporation,  or  who  shall  over¬ 
value  any  property  mentioned  in  such  affidavit,  statement, 
or  return,  or  who  shall  do  business  as  a  corporation  or  hold 
themselves  out  to  he  a  corporation  without  having  complied 
with  the  provisions  of  this  Act,  shall  be  held  to  be  guilty  of 
a  misdemeanor,  and  upon  conviction  shall  be  punished  by  a 
fine  of  not  exceeding  Five  Thousand  Dollars.  The  several 
District  Magistrates  throughout  the  Republic  shall  have 
jurisdiction  to  try  all  offences  under  this  Act  and  to  impose 
the  penalty  herein  named.” 

180  In  the  Civil  Laws  of  Hawaii  in  1897,  no  mention 
was  made  of  circumstances  under  which  a  de  facto 

corporation  or  a  de  juro  corporation  could  come  into 
existence. 

In  the  case  of  a  corporation  whose  articles  were  signed 
by  the  incorporators  on  July  16,  1898,  but  were  not  filed 
with  the  Treasurer  of  the  Territory  until  August  3,  1898,  if 
the  corporation  assumed  to  begin  business  on  July  16,  1898 
and  began  issuing  its  capital  stock  for  properties  received, 
I  think  the  corporation  could  question  the  transactions  and 
its  incorporators  \Vould  be  liable  as  partners:  I  do  not  think 
the  corporation  could  question  the  transfer  of  stock  if  after 
incorporation  it  assumed  and  carried  out  the  contract. 

Under  Section  486  of  the  Revised  Statutes  of  Hawaii. 
1925,  the  Commissioner  of  Public  Lands  is  not  obliged  to 
renew  or  extend  a  leasehold  but  may  extend  same  for  a 
period  not  exceeding  one  year,  and  such  extension  may  be 
granted  to  the  assignee  of  the  original  lease.  Under  Sec¬ 
tion  1236  of  the  Revised  Laws  of  Hawaii,  1913,  and  Section 
1253  and  Section  1254,  returns  for  property  taxes  were  re¬ 
quired,  in  the  case  of  an  enterprise  for  profit.  The  aggre¬ 
gate  value  of  the  entire  property  was  the  only  value  re¬ 
quired  to  be  returned.  The  statute  requires  listing  of 
leases,  mortgages,  encumbrances,  and  charges  with  the 
names  and  addresses  of  the  parties,  but  says  nothing  about 
value.  By  agreement  the  property  tax  assessment 

181  schedule  and  the  assessment  bv  the  Assessor  or  Col- 
lector  of  Taxes  against  the  Kekaha  Sugar  Company 
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for  the  year  1913  is  offered  in  evidence,  marked  for  identi¬ 
fication  Exhibit  UV. 


Clarence  H.  Cooke. 

(Direct  examination:)  | 

1  am  50  years  old,  reside  in  Honolulu,  and  am  president 
of  the  Bank  of  Hawaii,  and  have  been  engaged  in  the  jbank- 
ing  business  in  Honolulu  since  1897.  I  am  familiar  With  a 
reasonable  return  on  real  estate  investments  in  Hawaii,  but 
1  am  not  familiar  with  cane-raising  valuations.  I! know 
from  experience  as  a  director  of  the  American  Sugar  Com¬ 
pany  that  I  get  an  interest  return  of  approximately  9%  on 
my  investment  in  that  company.  In  1912  I  was  a  stock¬ 
holder  in  a  corporation  leasing  sugar  lands  on  a  npt  S(/o 
rate.  I  think  any  leasehold  ought  to  be  equivalent  to  the 
value  of  any  other  investment  and  should  make  7%  tjo  8%, 
and  would  say  this  answer  applies  to  1898  and  1913.! 

It  was  stipulated  that  the  sales  011  the  Honolulu  Stock 
Exchange  from  March  14,  1910  to  December  31,  1^15  of 
stock  of  petitioner  are  shown  on  exhibit  offered  in  evidence 
and  marked  for  identification  Exhibit  XY.  j 

182  United  States  Board  of  Tax  Appeals.  j 

i 

Docket  Number,  15435. 

Kekaha  Sugar  Company,  Limited,  Petitioner, 

vs. 

1 

Commissioner  of  Internal  Revenue,  Respondent. 

Volume  III.  | 

Exhibits.  I 

Lowrey . 1  to  18,  inclusive, 

Respondents . 1,  2  j  and  3. 

(Index  Volume  I.) 
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183  Lowrey  No.  1. 

Form  NP-2. 

Treasury  Department,  Washington. 
Office  of  Commissioner  of  Internal  Revenue. 


Address  reply  to  Commissioner  of  Internal  Revenue  and 
refer  to  IT  :CA  :2551-9-60D 

Received  Apr.  30,  1925.  Ans’d - , - . 

Apr.  16,  1925. 

Kekaha  Sugar  Co.,  Ltd., 

c/o  American  Factors,  Ltd., 

Honolulu,  Hawaii. 

Sirs  : 


The  determination  of  vour  income  tax  liabilitv  for  the 

*  • 

years  1919  and  1920,  pursuant  to  an  examination  of  your 
books  of  account  and  records,  as  set  forth  in  office  letter 
dated  October  18, 1924,  disclosed  a  deficiency  in  tax  amount¬ 
ing  to  $36,973.40  for  the  year  1920,  and  an  over-assessment 
of  $41,493.93  for  the  year  1919,  as  shown  in  the  attached 
statement. 

In  accordance  with  the  provisions  of  Section  274  of  the 
Revenue  Act  of  1924,  vou  are  allowed  60  daws  from  the  date 
of  mailing  of  this  letter  within  which  to  file  an  appeal  to  the 
United  States  Board  of  Tax  Appeals  contesting  in  whole  or 
in  part  the  correctness  of  this  determination. 

Where  a  taxpayer  has  been  given  an  opportunity  to  ap¬ 
peal  to  the  United  States  Board  of  Tax  Appeals  and  has 
not  done  so  within  the  60  days  prescribed  and  an  assess¬ 
ment  has  been  made,  or  where  a  taxpayer  has  appealed  and 
an  assessment  in  accordance  with  the  final  decision  on  such 


appeal  has  been  made,  no  claim  in  abatement  in  respect  of 
any  part  of  the  deficiency  will  be  entertained. 

If  you  acquiesce  in  this  determination  and  do  not  desire 
to  file  an  appeal,  you  are  requested  to  sign  the  inclosed 
agreement  consenting  to  the  assessment  of  the  deficiency 
and  forward  it  to  the  Commissioner  of  Internal  Revenue, 
Washington,  D.  C.,  for  the  attention  of  IT:CA:2551- 
184  9-60D.  In  the  event  that  you  acquiesce  in  a  part  of 


In  He.  Xefcaha  Sugar  Go.  Ltd. , 

e/o  American  Factors,  Ltd. 
Honolulu,  Hawaii. 

Tears  Deficiency  in  tax 

1919 

1920  $36,973*40 


Overas secernent 
$41,493.93 


Bet  ovexaseessment  -  $4,520.53 


Based  upon  a  ruling  made  by  the  Commissioner,  upon 
consideration  of  all  the  facts  pertaining  to  the  case, 
the  action  of  the  Income  Tax  Unit  has  been  sustained  In 
disallowing  the  loss  claimed  by  you  through  the  sale  of 
certain  stocks. 


The  Department  has  consistently  held  that  where  the 
fair  market  value  as  at  March  l,  1913,  Is  greater  than 
the  cost  and  the  selling  price  Is  less  than  the  cost,  the 
deductible  loss  is  the  amount  by  which  the  cost  exceeds  the 
selling  price.  The  correctness  of  this  holding  Is  no^r 
under  consideration  by  the  Supreme  Court  of  the  United;  States. 

121 a 


Bet  Income  reported,  amended  return 
Donations  shown  by  Revenue 

Agent  $5,056.90 

Shown  by  amended  return  3,725.26 

Tax  paid  at  source 

Bet  income  as  adjusted 


$669,790*66 


1,331.64 

326.20 

$671,448*50 


Invested  Capital 
Capital  8  took  and  surplus 
Overpayment  of  tax  In  prior  years 
Total  -  - 


$3,007,763.47 

5.525.33 

$3,013,388.80 


Cekaha  Sugar  Go*  Ltd. 
Amount  brought  forward 


$3,013,288.80 


Less: 

Preceding  year’s  tax, 
$367,961.48  prorated 
Additional  tax,  1917 
Dividend  adjustment 
Donations  carried  as  a 
deferred  expense 


$155,501.53 

19,021.37 

82,520.54 

7.097.86 


Total  deductions 

Balance  -  - 

Inadmissible*  ft.  04557467 

Invested  capital 

8 %  of  above 
Exemption 

Excess  profits  credit 

Computation  of  tax 

%  of  Sxoess  prof- 

capital  Income  its  credit  Balance 


264.141.30 

$2,749,147.50 

125.291.49 

$2,623,856.01 

$  209,808.48 
3.000.00 

$  212,908.46 

Brte  Tax 


20%  $524,771.20  $212,908.48  $311,862.72  20%  $62,372.54 

Balance  146,677.30  146,677.30  40%  58,670.92 


Totals  $671,448.50  $212,908.48  $458,540.0$ 


$121,043.46 


Profits  tax 


Vet  income 
Less: 


Interest  on  U. 8. Obliga¬ 
tions  not  exempt  $6,472.32 

Profits  tax  121,448.50 

Exemption  2.000.00 


$671,448.50 


129.515.78 


Balance 


$541,932.72 


fax  at  10% 


Total  tax  assessable 
Tax  paid  at  source 


$121,043.46 


54.193.2j 

$175,236.73 

526.20 


yet  tax  assessable 


$174,910.55 


lekaha  Sugar  Co.  Ltd. 


Tax  assessed 
Tax  liability 

Overssseseaent 


J 


16,404.4 6 
74.910.55 

41,493.93 


Donations  should  not  be  carried  as  deferred 
expenses. 

The  amount  of  tax  paid  at  source  on  tax-free  covenant  bonds 
constitutes  taxable  income  under  the  Revenue  Act  of  1919. 

The  increase  in  the  deduction  on  account  of  inadmissible 
assets,  is  due  to  the  elimination  as  a  part  of  "Crowing  Crops” 
account  of  donations  made  in  previous  years. 


Bet  income  reported 

$2, 367, 076,54 

Conations : 

Shown  by  Revenue  Agent  #5,241.90 

1 

Shown  bv  amended  return  3.545.59 

1,696.31 

Statutory  loss  on  sale  of  stock 

1 

.  ! 

disallowed 

187,584.12 

Tax  paid  at  source 

326.20 

•  T - 

Ret  Income  as  adjusted 

$2,556,683.17 

Invested  Capital 

Capital  stock  and  surplus 

#2,939,157.30 

Overpayment  of  tax  in  prior  years 

20,851.25 
— . 1  *■ . 

Total 

#2,950,008.55 

Preceding  year's  tax, 
$174,910.53  -  prorated 
Additional  tax,  1917 
Dividend  adjustment 
Donations  carried  as  a 

deferred  expense 

Total  deductions 

Balance  - 

Inadmissible s  £.034526789 

Invested  capital 


$73,716.04 

19,021.37 

57,295.08 

i 

4% 795. 96 

154.828.45 

I 

-  #2,805,180.10 

6.853.86 

#2,708,326.24 


Zekaha  Sugar  Co.  Ltd. 


i  n 


3*  of  above 
Exemption 

Excess  profits  credit 

£  of  Excess  Prof- 

capital  Incone  !  its  credit 


$815,666.10 

3.000.00 

219,666.10 

Balance  Rate  Tax 


20^  $  541,665.25  $219,666.10  $321,999.15  20*  $64,399.83 

Balance  2,015,017.92  2,015,017.92  40>  806,007.17 


Totals  12,356,633.17  $219,666.10  $2,337,017.07 
let  incone  ?2, 556, 683.17 


Less: 


Interest  on  U. S. Obligations 


not  exempt 
Profits  tax 
Exemption 


Balance 
Tax  at  104 


$7,773.80 
870,407.00 
2,000.00 


880.180.80 

$1,676,502.37 


Total  tax  assessable 
Tax  paid  at  source 

let  tax  assessable 
Tax  assessed 

Deficiency  in  tax 


$870,407.00 


167.650.24 

$1,038,057.24 
_ 328.20 

$1,037,731.04 

1.000.757.64 

$  36,973.40 


The  statutory  loss  on  sale  of  assets,  $187,584.12, 
has  not  been  substantia  if  and  has,  therefore,  been  dis¬ 
allowed  as  recommended  by  the  Revenue  Agent. 

Tour  claim  for  the  refund  of  $42,430.30,  for  the  year 
ISIS  will,  therefore,  be  aliored  for  $41,493.93  and  re¬ 
jected  for  $936.37. 

Tour  claim  for  the  refund  of  $50,570.04  will,  there¬ 
fore,  be  rejected  in  full. 

The  overassessment  shown  herein  will  be  made  the 
subject  of  a  certificate  of  over&ssessaent  which- will 
reach  you  in  due  course  through  the  office  of  the  Col¬ 
lector  of  Internal  Revenue  fpr  your  district,  and  will 
be  applied  by  that  official  in  accordance  with  the 
provisions  of  Section  281  of  the  Revenue  Act  of  1924. 


FORK  A 

f 

THIASOHT  EKPABTMXI?  In  ro.  Kokaha  Sugar  Go.  Ltd.. 

BUREAU  07  IKTER5A1  g tTMTO 

Form  7858-Aug. ,  1934  Honolulu,  Hawaii 

i 

AQREXM35T  00F8EHTI5G  TO  ASSI8SUSHT  OF  A  DEFICIENCY 

The  undersigned  taxpayer  hereby  valves  the  right  of  appeal 

■  under  Section  274  (a)  of  the  Bevenue  Aot  of  1924  with  respect  to 

the  items  listed  below*  and  consents  to  the  immediate  assessment 

. 

■  of  the  deficiency  in  tax  resulting  therefrom.  These  items  are 


Included  in  a  deficiency  in  tax  aggregating  #36,973.40  as  indlca- 

ted  by  letter  from  the  Commissioner  of  Internal  Revenue,  Washing¬ 
ton.  D.  0*.  dated  .  bearing  the  symbols 

IT:CA:3551-9-60D,  or  as  indicated  in  the  report  of  the  Revenrie 

Agent  in  charge  at 

dated 

* 

1 

(Attach  additional  sheet?  if  necessary) 

Corporate  seal  to  be  affixed; 

if  no  seal,  so  state.  (tfame) 

Date _  By 


(Address) 


•flfhere  the  taxpayer  consents  to  the  assessment  of  the  entire  amount 
of  the  defioienoy  shown  by  the  letter  froa  the  Oomalesloner  or  as 
Indicated  in  the  report  of  the  Revenue  Agent  in  Charge r  the  items 
need  not  be  listed;  reference  nay  be  made  to  the  letter  or  report. 
SOTB.-This  agreement  is  subject  to  the  approval  of  the  Commissioner 
and  is  not  an  agreement  as  nrovlded  under  8ection  1006,  Revenue  Act 
of  1924. 
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BUREAU  OF  IKTSHSAL  REVENUE  t  / 

Form  7858-Aug.,  1924  Honolulu,  Hawaii. 

This  copy  to  be  retained  by  taxpayer 
AGREEMENT  CONSENTING  TO  ASSESSMENT  OF  A  DEFICIENCY 
The  undersigned  taxpayer  hereby  waives  the  right  of  appeal  under 

Section  274  (a)  of  the  Revenue  Aot  of  1924  with  respect  to  the  items 

I 

listed  below*  and  consents  to  the  immediate  assessment  of  ^he  defic¬ 
iency  in  tax  resulting  therefrom.  These  items  are  included  in  a  'de¬ 
ficiency  in  tax  aggregating  $36,973.40  as  indicated  by  letter  from 

the  Commissioner  of  Internal  Revenue,  Washington,  D.C. ,  dated _ 

_ ,  bearing  the  symbols  IT:CA:2551-9-60D,  or  as  in¬ 


dicated  in  tbe  report  of  the  Revenue  Agent  in  Charge  at. 


dated 


(Attach  additional  sheets  if  necessary) 

Corporate  seal  to  be  affixed: 

if  no  seal,  so  state.  (Nr.rae) 


ARS-3 


(Address) 


Late _  By _ _ 

•Where  the  taxpayer  oonsents  to  the  assessment  of  the  Entire 
amount  of  the  deficiency  shown  by  the  letter  from  the  Comoisls  loner 
or  as  indicated  in  the  report  of  the  Revenue  Agent  in  Charge,  the 
items  need  not  be  listed;  reference  may  be  made  to  the  letter  or  report. 
NOTE. -This  agreement  is  subject  to  the  approval  of  the  Commissioner 
and  is  not  an  agreement  as  provided  under  Section  1G0S,  Revenue  Act 
of  1924. 


I 


i 


! 


I 


LQWRST  10,  a 


mm  sugar  p^mpast,  limited 

AM2SDRD  BALANCE  SHEET  DECEMBER  31.  1919 


USED  ST  BPREAU  A3  A  BASIS  FOR  MVESTED 

CAPITAL 


ASSETS: 

Hill 

Buildings 
Steam  pumps 
Railroads 
Rolling  Steel: 

8teaa  plows 

Tools  and  Implements 

Furniture  and  Fixtures 

Fences 

Live  Stock 

Electric  pump 

Lime  Xiln 

Reservoirs 

Clearing 

Reclamation 

Blacksmith  Shop 

tfaiaea  Ditch 

Carts  and  Wagons 

Flumes  and  Stations 

3undry  Machinery 

Zaumaleva  Ditoh 

Autos  A  Trucks 

7alaea  Lot 

Harness  and  Saddles 


Cost 

Depreciat- 

ed  Balance 

308,531.85 

“2Z,,734.,79 

116,214.42 

9,548.56 

163,610,91 

11,927.1 2 

87,008,02 

6,009.32 

96,929,89 

46,231.34 

25,893,60 

7,846.58 

15,848.00 

1,383.08 

4,567.66 

2,372.05 

11,770.18 

879.39 

16,523.50 

8,030.23 

176,489,68 

23,412.43 

5,769.65 

422.60 

9,243.22 

1,039.95 

23,924.60 

7,174.65 

68,306,02 

8,601.74 

1,424.84 

165.49 

385,936.92 

45,882.78 

4,158.46 

493.21 

20,149.26 

2,851.78 

2,374.63 

809.65 

34,920.05 

2,368.92 

14,067.56 

7,557.80 

500.00 

500.00 

375,00 

375.00 

Total  Improvements 

Crowing  Crops 
Supplies 

Sugar  in  Coolers 
Prepaid  Insurance 
prepaid  Rental 
Sinking  Fund 

Stook  Domestic  Corporations 
♦  0  Foreign  Corporations 
Accounts  Receivable 
Cash  on  hand  and  in  bank 
Leasehold 

Total  Assets 


1,594,547,91 

751,037,73 
52,128,56 
34,968,00 
5,288.54 
130,000.00 
1,356,278.41 
107,350.00 
37,906.10 
196,856,16 
42,444.80 
80,656.90 
*^69,353.  ST 


318,618,46 

751,027.73 

52,128.96 

34,968.00 

5,288.54 

130,000.00 

1,356,278.41 

107,250.00 

37,906.10 

196,856.16 

42,444.80 

80.656.90 

3,013,424.06 


LIABILITIES; 

Drafts  and  Accts.  payable 
Accrued  Liabilities 
Capital  Stock 
Earned  Surplus 
Paid-in  Surplus 
Reserve  for  Depreciation  and 
Amortisation 

Total  Liabilities  and  Capital 


Invested  Capital  fr on  the  foregoing 
Add: 

Additional  Leasehold  Value 
Overpaid  Taxes  1913  to  1918 

TOTAL 


Deduct; 

paid  In  Surplus 
Crop  Expenses 
3tora  Drains 
Taxes  Doe  for  1917 


IV 


20,025.41 

20 

1,023.41 

54,240.35 

54 

,240.35 

1,500,000.00 

1,500 

|  yJ  wV.*#  wt 

1,358,501.40 

1,353 

,301.40 

30,655. 30 

30 

,356.90 

1 ,375,929. 45 

At  § 333  jo o3  *  ol 

3,013 

,434. 06 

*2, 93 9,153.30 


$5,000.00 
?0  ,851. S3 


20 


,351. ?3 


$80,650.30 

42,343.18 

8,001*74 

19,021.37 


%z*$i 


,009.53 


151,129.1-: 


§2,81^,380.34 


Invested  Capital  as  of  January  1,  1920, 

letter  of  Harsh  13,  1926,  Scfc^Oule  6, 
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the  determination,  the  agreement  should  he  exec  jit  ed  with 
respect  to  the  items  agreed  to. 

Respectfully, 

D.  H.  BLAIfy 

Commissioner, 


(Signed) 


By  J.  G.  BRIGHT, 

Depu ty  C o  m  m iss ioue  r. 


Tnclosures:  Statements,  Agreement-Form  A. 

Form  7861- Aug.,  1924.  2-13281,  Government  printing 
Office. 

l 

j 

(Here  follows  statement,  marked  pages  185-1931,  inc.) 


194 


Lowrey  No.  3. 


Duty  Stamp,  10.  Duty  Stamp,  50.  Duty  Stamj),  10. 

This  indenture,  made  this  27th  day  of  July,  A.  j).  1898, 
by  and  between  Annie  S.  Knudsen,  widow,  at  present  at 
Kekalia,  in  the  Island  of  Kauai,  Hawaiian  Islands,  party  of 
the  first  part,  and  Kekalia  Sugar  Company,  Limitecjl,  a  cor¬ 
poration  created  and  existing  under  the  laws  of  (he  Ha¬ 
waiian  Islands,  party  of  the  second  part.  j 

Witnesseth:  That  the  party  of  the  first  part,  thd  holder 
and  owner  under  the  will  of  her  late  husband,  V.  Kjiudsen, 
of  a  certain  lease  dated  June  1st,  1890,  from  the  Commis¬ 
sioners  of  Crown  Lands  to  said  V.  Knudsen  for  a  tjerm  of 
thirty  years  from  the  date  thereof,  of  all  of  the  Ahbpuaas 
of  Kekalia,  Pokii,  Waiawa,  Mokihana,  Milolii,  Xuokjdo  and 
Mana,  situate  on  said  Island  of  Kauai,  in  consideration  of 
the  covenants  and  agreements  hereinafter  entered  into  bv 
the  party  of  the  second  part  of  the  rent  hereinafter  re¬ 
served  to  the  party  of  the  first  part  doth  hereby  sub-ljet  and 
demise  to  the  party  of  the  second  part  all  those  portions  of 
said  Ahupuaas,  which  by  the  exercise  of  ordinary 
195  care,  diligence  and  intelligent  husbandry  may  profit¬ 
ably  be  placed  and  kept  under  cultivation  in  |  sugar 
cane.  With  sufficient  land  also  upon  said  Ahupuaas!  for  a 
sugar  mill  and  works,  pumping  plants  and  other  buildings 
and  structures  necessary  for  plantation  purposes  including 
dwellings  for  employees  and  laborers  and  with  land  also, 
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for  gardens  for  raising  vegetables  for  personal  use  of  its 
employees  and  to  grow  fodder  for  stock  used  for  plantation 
purposes  by  the  party  of  the  second  part  or  its  employees 
such  employees  not  to  include  any  person  under  the  posi¬ 
tion  of  Luna,  also  sufficient  land  (location  and  area  to  be 
agreed  upon  hereafter)  for  paddocks  for  work  animals 
actually  used  for  plantation  purposes,  makai,  and  if  the 
mauka  lands  are  utilized  for  cane  then  sufficient  land  (loca¬ 
tion  and  area  to  be  agreed  upon  hereafter)  for  paddocks 
mauka  as  well,  for  working  animals  actually  used  for  plan¬ 
tation  purposes,  it  being  agreed  and  understood  that  land 
for  the  foregoing  plantation  purposes  and  uses  shall  be 
taken  as  far  as  possible  from  such  parts  of  the  demised 
premises  as  are  not  suitable  for  the  cultivation  and  growing 
of  sugar  cane,  with  the  right  to  use  the  existing  houses  and 
lots  at  present  occupied  by  F.  W.  Glade,  0.  Isenberg,  W. 
Meier,  E.  Kruse,  H.  P.  Faye  and  C.  H.  Ensign;  also  the 
right  to  take  dead  wood  found  in  the  mountain  lands  of  the 
lessor,  and  to  pasture  free  of  charge  upon  the  pasture  lands 
of  said  Ahupuaas  all  live  stock  actually  used  by  the  party 
of  the  second  part,  or  its  actual  employees  in  plantation 
work  such  employees  not  to  include  any  person  under 
196  the  position  of  Luna,  and  the  number  of  animals  for 
such  employees  to  be  limited  to  two  animals  at  one 
time  on  pasture.  Also  the  right  to  tunnel  for  water  and  to 
take  water  found  upon  said  Ahupuaas,  and  to  bore  wells, 
build  reservoirs  and  dams  thereon  and  to  appropriate  water 
developed  or  stored  thereby,  but  not  so  as  to  conflict  with 
existing  water  supplies  used  for  stock  or  domestic  purposes. 

Also  rights  of  way  for  flumes,  ditches,  railroad  tracks, 
side  tracks,  switches,  piping,  bridges,  roads  or  otherwise, 
also  present  railroad  right  of  way  used  by  the  Kekaha  Plan¬ 
tation  over  the  lessor’s  lands  in  said  District  to  Waimea 


landing;  also  the  free  use  of  a  warehouse  and  wharf  at 
Waimea,  subject  however  to  the  lease  of  the  same  to  the 
Government  from  V.  Kundsen,  dated  July  12th,  A.  D.  1897, 
and  recorded  in  the  Registry  of  Deeds  in  Honolulu,  Oahu, 
in  Book  169,  pages  337-338;  also  the  right  to  use  and  ap¬ 
propriate  rock,  soil,  sand  and  limestone  from  the  lands  of 
the  lessor  for  plantation  purposes,  excepting  and  reserving 
however  from  this  lease  all  properties  held  by  third  parties 
under  written  agreements  with  said  V.  Knudsen  upon  the 
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within  mentioned  lands,  such  agreements  however  j  not  to 
be  renewed  at  their  expiration  without  the  written  consent 
of  the  party  of  the  second  part;  the  above  restrictions  upon 
renewals  not  to  apply  however  to  the  rice  and  tar^  lands 
hereunder  reserved;  “excepting  and  reserving  *  *  * ;  also 
all  lands  covered  by  rice  planting  leases  or  at  present 
197  under  rice  *  ®  *,  it  being  understood  that  lanjls  once 
planted  in  rice  cannot  afterwards  be  claimed  for 
cane”  (unless  rice  cultivation  thereon  is  abandoned) 
(whether  rice  cultivation  theron  is  abandoned  or  not) ;  also 
the  homestead  premises  at  Waiawa  of  the  party  ! of  the 
first  part  consisting  of  the  house  lot  and  paddocks  kdjoin- 


nifr  • 


also  a  Beach  lot  on  the  Waimea  side  of  Waiel 


Ditch 

leases 


(not  fenced) ;  also  all  lands  covered  by  rice  planting 
or  at  present  under  rice;  also  all  lands  suitable  for  rice  and 
which  cannot  be  planted  in  cane  being  lands  lying  between 
the  present  fields  of  Meier  &  Kruse,  and  II.  P.  Faye|  &  Co., 
and  the  “sand  lands”  so  called,  it  being  understood  that 
lands  once  planted  in  rice  cannot  afterwards  be  clainied  for 
cane;  also  rights  of  way  where  necessary  and  sufficient 
water  from  all  springs  or  other  natural  water  sources  for 
ranch  and  domestic  purposes  including  taro  patches,  also 
all  houses  and  house  lots  of  tenants  of  the  party  of  the  first, 
part,  and  all  taro  patches  wherever  situated  and  the  neces¬ 
sary  water  for  their  cultivation,  from  springs  orj  other 
natural  water  sources  and  all  artesian  wells  or  the  I  water 
therefrom  used  for  rice  and  taro  planting  with  th(|  right 
and  privilege  to  bore  additional  wells  at  such  placed  upon 
anv  of  the  lands  herebv  reserved  as  mav  be  chosen  ibv  the 
party  of  the  first  part. 

To  have  and  to  hold  all  of  the  sub-let  premises,  rights  and 
property  aforesaid  subject  however  to  the  exceptions  and 
reservations  aforesaid  unto  the  party  of  the  second  part  its 
successors  and  assigns  for  the  term  of  Twenty  (20)  I  Years 
from  the  First  day  of  October,  A.  D.  1898,  yielding 
198  and  paying  therefor  each  year  to  the  party  of  the 
first  part,  her  heirs,  executors,  administrators  and 
assigns  Nine  (9 c/c)  per  cent  of  all  sugar  up  to  700()  tons 
of  2000  lbs.  each  manufactured  annually  during  the  t^rm  of 
this  lease  by  the  party  of  the  second  part  from  cane  grown 
upon  that  portion  of  the  demised  premises  below  an  eleva¬ 
tion  of  100  feet  above  sea  level  and  five  (5%)  per  cent  of 
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all  sugars  manufactured  annually  in  excess  of  said  seven 
thousand  tons  (7000)  from  cane  grown  upon  the  demised 
premises  below  said  elevation  of  100  feet,  and  (21/j%)  two 
and  one-half  per  cent  of  all  sugars  manufactured  annually 
from  cane  grown  upon  the  demised  premises  above  said 
elevation  of  100  feet,  all  of  said  sugars  to  be  delivered  free 
of  cost  in  the  usual  containers  to  the  party  of  the  first  part 
at  the  warehouse  aforesaid,  free  of  any  charge  for  delivery, 
said  sugars  also  to  have  free  storage  in  said  warehouse 
while  waiting  shipment.  The  annual  crops  under  the  above 
clause  to  be  figured  from  October  first  to  September  30tli, 
both  inclusive,  it  being  understood  and  the  party  of  the  sec¬ 
ond  part  hereby  expressly  covenants  and  agrees  that  the 
rental  in  sugar  hereinabove  reserved  shall  not  fall  below  2b0 


tons  of  sugar  in  anv  one  vear  during  the  term  of  this  lease 
and  if  it  shall  fall  below  said  amount,  to  make  good  such 
deficiency  in  U.  S.  gold  coin  provided  the  same  is  sue  to  no 
unavoidable  casualty  or  disaster.  In  case  the  party  of  the 
second  part  finds  it  profitable  to  manufacture  molasses  or 
marketable  products  of  sugar  cane  besides  sugar 
199  then  the  reserved  rent  of  such  molasses  and  other 


marketable  products  shall  be  nine  (9%)  per  cent  of 
the  amount  manufactured  to  be  delivered  as  herein-before 


provided. 

And  the  party  of  the  second  part  hereby  covenants  and 
agrees  to  and  with  the  party  of  the  first  part  that  it  will 
continue  the  planting  of  sugar  came  as  at  present  carried 
on  in  said  Waimca  District  by  Meier  and  Kruse  and  11.  T. 
Faye  &  Co.,  and  will  proceed  with  reasonable,  diligence  to 
the  development  and  maintenance  of  an  enlarged  water 
supply  for  the  plantation  to  be  conducted  upon  the  demised 
premises  and  will  develope  if  possible  a  sweeter  and  fresher 
supply  of  water  than  now  existing  at  Huluhulunui  and 
Waiawa:  and  will  maintain  a  mill  and  sugar  plantation 
upon  the  demised  premises  adapted  to  the  same  and  suit- 
aide  therefor,  and  to  that  end  will  as  soon  as  practicable 
bring  and  thereafter  keep  under  cultivation  in  sugar  cane 
all  lands  upon  said  Ahupuaas,  which  by  the  exercise  of 
ordinary  care,  diligent  and  intelligent  husbandry  may  prof¬ 
itably  be  placed  and  kept  under  cultivation  in  sugar  cane 
(excepting  such  portions  thereof  as  are  reserved  and  ex¬ 
cepted  from  the  operation  of  this  lease)  and  will  erect  and 


ROBERT  H.  LUCAS,  COMMISSIONER,  ETC. 


125 

maintain  all  buildings,  machinery  and  improvement and 
establish  and  maintain  and  operate  all  irrigating  works  and 
mills  necessary  for  the  purposes  aforesaid,  ancf  will 

200  manufacture  upon  the  demised  premises  all  ca  le  to 
be  grown  as  aforesaid  into  sugar,  molasses  or  other 

marketable  products  in  a  skillful  and  proper  manner  :;  and 
will  permit  the  party  of  the  first  part  at  seasonable  tiirjes  to 
examine  all  books  and  accounts  pertaining  to  the  n^anu- 
facture  and  sale  of  sugar;  and  will  pay  all  taxes,  charges 
and  assessments  levied  during  the  continuance  of  these 
presents  on  the  premises  and  property  occupied  or  used  by 
the  party  of  the  second  part  under  this  lease,  and  will  main- 
tain  and  keep  in  good  repair  all  buildings  and  improve¬ 
ments  now  or  hereafter  to  be  placed  upon  the  demised 
premises  and  will  as  soon  as  the  present  crop  is  taken  off 
extend  the  present  Government  road  now  ending  at  Mana 
through  the  cane  fields  of  the  plantation  of  the  party  of  the 
second  part  to  a  point  below  Kolo,  and  thence  at  right 
angles  through  the  cane  fields  to  a  point  at  the  mouth  of 
Lapa  Valley,  and  will  also  construct  within  the  same  time  a 
roadway  from  where  the  Government  road  aforesaid  as 
extended  will  turn  off  towards  Lapa  on  through  the  cane 
fields  of  the  party  of  the  second  part  to  Polihale,  said  road 
to  be  constructed  so  as  to  permit  of  the  passage  of  a  wjagon 
or  cart,  and  that  the  party  of  the  second  part  will  maintain 
at  all  times  its  railroad  from  Waimea  to  Mana  and  will! haul 
either  way  free  of  all  cost  all  personal  freights  of  the  lessor 
or  her  heirs  or  assigns  and  will  also  haul  all  freight  offering 
between  the  two  points  aforesaid  (so  long  as  such  hauling 
does  not  interfere  with  plantation  interests)  at  a  rate  not 
to  exceed  fifty  cents  per  ton  for  merchandise  and  one 

201  dollar  per  thousand  feet  for  lumber.  And  will  also 
give  to  the  lessor  free  storage  at  the  Waimea  store¬ 
house  of  all  merchandise  intended  for  the  lessor  and  6f  all 
produce  grown  on  her  land  and  intended  for  shipment  to 
Honolulu,  provided  such  storage  does  not  interfere  with  the 
reasonable  uses  and  purposes  of  the  party  of  the  second 
part  and  will  within  one  year  from  the  date  of  these 
presents  plant  in  cane  25  acres  of  the  sand  lands  so  called 
and  will  diligently  cultivate,  care  for  and  water  the  same; 
and  if  upon  such  trial  and  experiment  it  be  found  that  cane 
can  be  grown  at  a  reasonable  profit  upon  said  sand  lands 
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that  it  then  will  plant  all  of  such  lands  in  cane  as  soon  as 
possible,  and  will  bring  and  thereafter  keep  in  cultivation  in 
sugar  cane  all  of  said  sand  lands  which  bv  the  exercise  of 
ordinary  care,  diligent  and  intelligent  husbandry  may  prof¬ 
itably  be  placed  and  kept  in  cultivation  in  sugar  cane;  that 
it  will  erect  and  maintain  at  its  own  expense  all  fences  for 
cane  fields  and  rights  of  way  and  will  indemnify  and  for¬ 
ever  hold  the  party  of  the  first  part  harmless  for  all  lia¬ 
bilities  for  trespass  of  stock  and  will  fence  the  cultivated 
lands  as  near  as  possible  to  contours  of  cultivation  and  will 
not  fence  in  any  lands  unless  prepared  to  use  the  same  for 
the  purposes  provided  for  in  this  lease,  such  use  to  com¬ 
mence  within  three  months  after  fencing;  and  will  not  as¬ 
sign  this  lease  without  the  consent  of  the  lessor  in  writing 
being  first  obtained.  And  will  grant  to  the  party  of 
202  the  first  part  rights  of  way  through  the  demised 
premises  for  cattle  and  other  uses  when  thereto  re¬ 
quested  by  the  party  of  the  first  part,  such  rights  of  way  to 
be  agreed  upon,  laid  out  and  defined  prior  to  the  party  of 
the  second  part  cultivating  the  same  and  will  not  do  or  suf¬ 
fer  to  be  done  anv  act  or  thing  and  will  not  have  undone  or 
suffer  to  be  left  undone  anv  act  or  thing  wherebv  said  Lease 

from  the  Commissioners  of  Crown  Lands  shall  or  mav  be- 

• 

come  liable  to  forfeiture  or  whereby  the  party  of  the  first 
part  may  become!  liable  in  damages  thereunder.  And  will 
before  the  expiration  of  eighteen  months  from  the  date  of 
this  lease  have  made  a  thorough  and  complete  survey  to 
determine  the  feasibility  of  developing  and  bringing  out 
water  to  the  mauka  lands  of  the  party  of  the  first  part  from 
said  lands  or  others  and  of  pumping  water  to  an  elevation 
of  over  100  feet  above  sea  level;  and  within  said  eighteen 
months  shall  and  will  declare  its  intention  and  prove  its 
ability  to  develope  and  utilize  water  as  aforesaid  from  the 
mauka  or  other  lands  aforesaid,  or  by  pumping,  and  if  no 
such  declaration  be  made  within  said  period  all  lands  above 
said  100  foot  elevation  shall  revert  to  the  party  of  the  first 
part  and  if  on  the  other  hand  the  party  of  the  first  part  de¬ 
clare  its  intention  and  prove  its  ability  to  develope  and 
bring  out  either  water  as  aforesaid  or  pump  it  as  afore¬ 
said,  it  will  proceed  with  all  reasonable  diligence  to  develope 
all  the  water  from  mauka  as  aforesaid,  and  by  pumping, 
that  can  with  reasonable  profit  be  used  in  the  cultiva- 
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203  tion  of  cane  upon  said  mauka  lands  and  will!  there¬ 
after  as  soon  as  may  he  cultivate  and  maintain  all  of 

said  lands  in  cane  or  such  portions  thereof  as  can  |>e  irri¬ 
gated  and  maintained  by  the  water  supply  aforesaid,  the 
party  of  the  second  part  covenanting  and  agreeing  Jn  case 
such  declaration  is  made  to  have  in  cane  within  four  years 
from  July  1st,  A.  D.  1898,  one  third  of  the  lands  suitable  for 
cane  that  can  be  reached  and  irrigated  by  the  water  supply 
to  be  developed  as  aforesaid,  the  area  thereof  to  be  deter¬ 
mined  by  survey,  and  will  permit  the  party  of  the  first  part 
to  use  free  of  charge  all  lands  covered  by  this  leascf  while 
not  fenced  or  fenced  and  unused,  and  will  not  maintain  a 
stock  ranch  on  the  demised  premises;  and  in  case  the  mauka 
lands  are  taken  up  for  sugar  by  the  party  of  the  seeoild  part 
and  by  so  doing  stock  is  cut  off  from  the  places  where  they 
are  accustomed  to  drink,  the  party  of  the  second  pairt  will 
make  such  arrangements  and  do  all  acts  as  may  be  j  neces¬ 
sary  to  supply  said  stock  with  water  at  the  place  or  [places 
nearest  and  most  convenient  to  the  watering  place  or  jplaces 
so  shut  off,  and  will  at  the  end  or  sooner  determination  of 
the  term  of  this  lease  peaceably  and  quietly  leave  an^l  yield 
up  unto  the  party  of  the  first  part  all  and  singular  the 
premises  hereby  demised  with  all  erections,  buildings  and 
improvements  of  whatever  name  or  nature  now  or  [which 
may  be  hereafter  put,  set  up,  erected  and  placed  upfm  the 
same  in  as  good  order  and  condition  in  all  respects, 

204  reasonable  use,  wear  and  tear  excepted  as  the|  same 
are  at  present  or  may  hereafter  be  put  by  the  [party 

of  the  second  part. 

It  is  understood  and  agreed  that  should  the  maukaj  lands 
not  be  taken  in  by  the  party  of  the  second  part  within  the 
time  aforementioned  then  the  party  of  the  first  partj  shall 
have  a  right  of  way  for  a  railroad  from  the  upper  [lands 
through  the  lands  of  the  party  of  the  second  part  a[t  any 
point  to  the  makai  lands  or  and  on  to  Waimea  such  way!  to  be 
agreed  upon  mutually  and  if  it  shall  go  through  cane  land 
the  party  of  the  first  part  is  to  pay  to  the  party  of  the 
second  part  the  value  of  the  growing  crops  if  any  wlii^h  are 
destroyed,  but  no  claim  is  to  be  made  for  the  land  so  taken. 

If  the  upper  lands  are  so  taken  for  cane  by  the  party  of 
the  second  part  then  the  party  of  the  first  part  is  to  l^ave  a 
right  of  locating  settlers  or  famers  and  to  lease  out  lajnd  in 
the  valleys  of  said  mauka  lands  or  on  such  portions  of  said 
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mauka  lands  as  cannot  be  planted  in  cane  in  addition  to  the 
right  to  pasture  live  stock. 

It  is  agreed  and  understood  bv  and  between  the  parties 
hereto  that  in  case  of  the  failure  of  the  party  of  the 
second  part  to  maintain  a  sugar  plantation  on  the  de¬ 
mised  premises  or  of  the  abandonment  thereof  by  the 
party  of  the  second  part  or  if  the  said  party  of  the  second 
part  or  its  successors  or  permitted  assigns  shall  do  or 
suffer  to  be  done  anv  act  or  thing  or  shall  leave  un- 
-05  done  or  suffer  to  be  left  undone  anv  act  or  thing 

wherebv  the  said  Lease  from  the  Commissioners  of 
% 

Crown  Lands  shall  become  liable  to  forfeiture,  that  then 
and  in  such  case  the  said  party  of  the  first  part  or  those 
claming  by  through  or  under  her  may  re-enter  the  premises 
described  herein,  and  the  same  repossess  and  enjoy  as  of 
their  former  estate,  and  anv  entrv  so  made,  whether  bv  pro- 
cess  of  law,  or  otherwise,  shall  render  these  presents  void 
and  of  no  effect. 

All  of  the  terms,  conditions  and  agreements  of  this  lease 
shall  run  in  favor  of  and  bind  the  respective  heirs,  execu¬ 
tors,  successors,  administrators  and  assigns,  of  the  parties 
hereto. 


200  In  witness  whereof,  the  parties  hereto  have  to  this 
and  to  another  instrument  of  like  date  and  tenor  set. 
their  hands  and  seals  the  day  and  year  first  above  written. 
Tn  presence  of  as  to  Annie  S.  Knudsen: 

(Signed)  H.  M.  vox  IIOLT. 

[Corporate  Seal  Kekaha  Sugar  Company,  Limited.] 

(Signed)  KEKAHA  SUGAR  CO.,  L1MD.,  [seal.] 
(Signed)  ANNIE  S.  KNUDSEN,  [seal.] 

By  A.  S.  WILCOX, 

Vi  ce-P  re  si  dent. 

By  J.  F.  HACKFELD, 

Treasurer. 

Hawaiian  Islands, 

Island  of  Kauai,  ss: 

On  this  27th  day  of  July,  A.  D.  1898  personally  appeared 
before  me  A.  S.  Wilcox,  Vice-President  of  the  Kakaha 
Sugar  Company,  Limited,  known  to  me  to  be  the  Corpora¬ 
tion  and  the  Vice  President  thereof  described  in  and  who 
executed  the  foregoing  instrument,  and  the  said  A.  S.  Wil- 
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cox  vice  president  as  aforesaid  duly  acknowledged  to  me 
that  he  executed  the  same  as  and  for  the  act  and  deed  of  the 
said  corporation  freely  and  voluntarily,  and  for  the  usjes  and 
purposes  therein  set  forth  (the  President  of  said  Corpora¬ 
tion  being  absent  from  the  Hawaiian  Islands)  and  ttyat  the 
foregoing  instrument  was  the  free  act  and  deed  c|f  said 
corporation. 

(Signed)  R.  W.  P.  PURVIS, | 

[notarial  seal.]  Notary  Public . 


Hawaiian  Islands, 

Island  of  Oahu,  ss:  | 

On  this  8th  day  of  August,  A.  D.  1898,  personally  ap¬ 
peared  before  me  J.  F.  Hackfeld,  Treasurer  of  the  K'akaha 
Sugar  Co.,  Ltd.,  a  corporation,  known  to  me  to  be  the  per¬ 
son  described  in,  and  who  executed  the  foregoing  instru¬ 
ment  who  duly  acknowledged  to  me  that  he  executed  the 
same  freely  and  voluntarily,  and  for  the  uses  and  purposes 
therein  set  forth,  and  as  and  for  the  free  act  and  deed  of 
said  corporation. 

(Signed)  N.  FERNANDEZ,  J 

Notary  Public, 

First  Judicial  Circuit. 

Hawaiian  Islands, 

Island  of  Oahu,  ss: 

| 

On  this  9th  day  of  August,  A.  D.  1898,  personally  ap 
peared  before  me  Annie  S.  Knudsen,  widow,  known  to  me 
to  be  the  person  described  in,  and  who  executed  the  fore¬ 
going  instrument,  who  duly  acknowledged  to  me  that  she 

executed  the  same  freelv  and  voluntarilv,  and  for  the  uses 

#  * 
and  purposes  therein  set  forth. 

(Signed)  N.  FERNANDEZ,  I 

[notarial  seal.]  Notary  Public,  j 

First  Judicial  Circuit. 


9 — 5098a 
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.898. 


Lease. 

Mrs.  Annie  S.  Knudsei 


Kekaha  Sugar  Co.  Ld. 

Indexed 

Register  Office,  Oaliu,  ss. 

Received  for  record  this  20th  day  of  September,  A.  I). 
1898  at  10:05  o'clock  a.  m.,  and  recorded  in  Liber  184,  on 
pages  349  to  355,  and  compared. 

(Signed)  THIS  G.  THRUM, 

Registrar  of  Conregances. 

By  - - -, 

Depufg  Registrar. 

Recording  Fees,  $1 7. 
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Lowrky  Xo.  4. 


Duty  stamp. 


This  agreement  made  and  entered  into  this  11th  day  of 
November,  A.  D.  1907,  by  and  between  Annie  S.  Knudsen, 
widow,  of  Waiawa,  in  the  County  of  Kauai,  Territory  of 
Hawaii,  of  the  first  part,  and  Augustus  F.  Knudsen  and 
Eric  A.  Knudsen,  both  of  Waiawa  aforesaid,  of  the  second 
part,  witnesseth: 

That  said  party  of  the  first  part,  the  holder  and  owner 
under  the  Will  of  her  late  husband  V.  Knudsen,  or  a  certain 
lease  from  the  Commissioners  of  Crown  Lands  to  V.  Knud¬ 
sen,  No.  164,  dated  June  1,  1890,  of  record  in  the  Hawaiian 
Registry  of  Conveyances,  in  Liber  124,  page  318,  for  and  in 
consideration  of  love  and  affection  for  her  sons,  said  parties 
of  the  second  part,  and  in  further  consideration  of  the  sum 
of  One  Dollar  to  said  party  of  the  first  part  paid  by  said 
parties  of  the  second  part,  the  receipt  whereof  is  acknowl¬ 
edged,  does  hereby  for  herself  and  for  her  executors  and 
administrators  covenant  and  agree  to  and  with  said  parties 
of  the  second  part  and  their  respective  executors  and  ad- 
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ministrators,  that  she,  said  party  of  the  first  part  pr  her 
executors  or  administrators,  on  or  before  the  1st  (lay  of 
October  1918,  shall  and  will  at  the  request  and  costs!  of  the 
said  parties  of  the  second  part,  their  executors  or  adminis¬ 
trators,  assign,  transfer  and  set  over  unto  said  parties  of 
the  second  part  or  their  respective  executors  and  adminis¬ 
trators,  the  aforesaid  lease  Xo.  164  from  the  Commissioners 
of  Crown  Lands  to  V.  Knudsen,  dated  Jjune  1, 
209  1890,  of  record  in  the  Hawaiian  Registry  of  Convey- 

ances  in  Liber  124,  page  318,  for  and  during  the  re¬ 
mainder  and  unexpired  portion  of  the  term  of  said  lease, 
subject  to  the  convenants  and  conditions  therein  contained, 
provided  always  that  the  Commissioner  of  Public  Lands 
will  consent  to  such  assignment. 

And  said  party  of  the  first  part,  for  herself  ajid  her 
executors  and  administrators,  does  further  covenant  and 
agree  to  and  with  said  parties  of  the  second  part  and  their 
respective  executors  and  administrators,  that,  in  case  she 
or  her  executors  or  administrators  shall  be  unable  to  as¬ 
sign  the  aforesaid  lease  to  the  said  parties  of  the  second 
part  as  hereinabove  provided,  by  reason  of  the  refusal  of 
the  Commissioner  of  Public  Lands  to  consent  to  said  as¬ 
signment,  or  for  any  other  reason,  she  or  they  shrill  and 
will  sublet  unto  said  parties  of  the  second  part  and  their 
executors  and  administrators  all  of  the  lands  and  premises 
set  out  and  described  in  that  certain  sublease  from  Annie 
8.  Knudsen  to  Kekaha  Sugar  Company,  Limited,  dated 
.July  27,  1898,  of  record  in  the  Hawaiian  Registry  4f  Con¬ 
veyances  in  Liber  184,  pages  349-355,  for  a  term  commenc¬ 
ing  October  1,  1918,  and  ending  May  15,  1920;  sa  d  sub¬ 
lease  to  be  in  the  form,  language  and  terms  contained  in 
the  aforesaid  sublease  from  Annie  S.  Knudsen  to  the  Keka¬ 
ha  Sugar  Company,  Limited,  dated  July  27,  1898;  and  also 
shall  and  will  sublet  unto  said  parties  of  the  second 
210  part  and  their  executors  and  administrators,  all  of 
the  lands  and  premises  set  out  and  described  lin  that 
certain  sublease  from  Annie  S.  Knudsen  to  Augustus  F. 
Knudsen,  Eric  A.  Knudsen  and  Arthur  S.  Knudsen!,  dated 
November  1,  1898,  of  record  in  said  Registry  in  Lilj^er  185 
on  pages  181-184,  for  a  term  commencing  January  1,  1920, 
and  ending  May  15,  1920;  said  sublease  to  be  in  the  form, 
language  and  terms  contained  in  the  aforesaid  sublease 
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from  Annie  S.  Knudsen  to  Augustus  F.  Knudsen,  Eric  A. 
Knudsen  and  Arthur  S.  Knudsen,  dated  November  1,  1898, 
as  modified  bv  agreement  made  bv  and  between  Annie  S. 
Knudsen,  Augustus  F.  Knudsen,  Eric  A.  Knudsen,  Arthur 
S.  Knudsen,  Ida  K.  von  Holt  and  Maud  K.  (iarstin,  dated 
August  4,  1905. 

And  said  parties  of  the  second  part  for  themselves  and 
their  respective  executors  and  administrators  do  hereby 
covenant  with  said  party  of  the  first  part  and  her  executors 
and  administrators,  that  in  case  of  assignment  to  them  of 
said  lease  from  the  Commissioners  of  Crown  Lands  to  V. 
Knudsen,  from  and  after  October  1,  1918,  during  the  re¬ 
mainder  of  the  term  of  said  lease,  tliev  and  each  of  them 
will  pay  the  rent  therein  reserved  and  will  faithfully  ob¬ 
serve  and  perform  all  covenants  therein  contained  on  the 
part  of  the  Lessee,  and  will  save  the  said  party  of  the  first 
part  and  her  executors  and  administrators  harmless 
211  from  any  responsibility  after  October  1,  1918,  on  ac¬ 


count  of  the  said  rents  and  covenants  in  said  lease 
reserved  and  contained,  and  also  that  in  case  of  the  execu¬ 
tion  of  the  aforesaid  sublease  to  them,  they  and  each  of 
them  will  pay  the  rent  reserved  in  said  sublease  and  will 
faithfully  observe  and  perform  all  covenants  therein  con¬ 
tained  on  the  part  of  the  sublessees. 

In  witness  whereof  the  parties  hereto  have  hereunto  set 
their  respective  hands  and  seals  the  day  and  year  first  be¬ 
fore  written. 

(Signed)  ANNIE  S.  KNUDSEN, 

(Signed)  AUGUSTUS  F.  KNUDSEN. 

(Signed)  ERIC  A.  KNUDSEN. 


Territory  of  Hawaii, 

Island  of  Kauai,  ss: 

On  this  11th  day  of  November,  A.  D.  1907,  personally 
appeared  before  me  Annie  S.  Knudsen,  Augustus  F.  Knud¬ 
sen  and  Eric  A.  Knudsen,  known  to  me  to  be  the  persons 
described  in  and  who  executed  the  foregoing  instrument, 
who  acknowledged  to  me  that  they  executed  the  same  free¬ 
ly  and  voluntarily  and  for  the  use  and  purposes  therein  set 
forth. 

(Signed) 


[notarial  seal.] 


T.  BRANDT, 
Notary  Public.  5 th  Jd.  Cl. 
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212  (Endorsement  on  cover:)  1.  3856/10:50.  3856/ 

10:50.  Agreement  between  Annie  S.  Knudsen  and 

Augustus  F.  Knudsen  &  Erie  A.  Knudsen.  Dated  Novem¬ 
ber  11th,  1907.  Kinney  &  Marx,  Attorneys,  303  Stangen- 
wald  Bldg.,  Honolulu.  Indexed.  Register  office,  Oahu  ss. 
Received  for  record  this  28th  day  of  December,  A.  p.  1907, 
at  10:50  o’clock  A.  M.  and  recorded  in  Liber  304,  op  pages 
13-15,  and  compared.  (Signed)  Chas.  H.  Merriam,  Regis¬ 
trar  of  Conveyances,  by - ,  Deputy  Registrar.  Re¬ 

cording  Fees,  $5. 

213  Lowrey  No.  5. 

Duty  stamp. 

This  agreement,  made  and  entered  into  this  11th  day  of 
November  A.  D.  1907.  by  and  between  Augustus  Ff  Knud¬ 
sen  and  Eric  A.  Knudsen,  both  of  Waiawa,  in  the  county 
of  Kauai,  Territory  of  Hawaii,  of  the  first  part,  pnd  the 
Kekalia  Sugar  Company,  Limited,  an  Hawaiian  Corpora¬ 
tion.  of*  the  second  part:  witnesseth: 

That  the  parties  of  the  first  part  for  and  in  considera¬ 
tion  of  t lie  covenants  hereinafter  contained  and  on  the  part 
of  the  party  of  the  second  part  to  be  observed  and  per¬ 
formed,  and  in  further  consideration  of  the  sum  of  Cjne  Dol¬ 
lar  ($1.00)  to  each  of  them  paid  by  said  party  j  of  the 
second  part,  the  receipt  whereof  is  acknowledged,  do  hereby 
agree  on  the  first  day  of  October,  1918,  to  execute  and  de¬ 
liver  to  the  party  of  the  second  part  the  following  sub¬ 
leases  : 

1.  A  Sub-lease  for  the  term  commencing  October  1,  1918 
and  ending  April  30,  1920,  of  all  the  lands  and  premises 
set  out  and  described  in  that  certain  sub-lease  froir^  Annie 
S.  Knudsen  to  Kekaha  Sugar  Company,  Limited,  dated 
July  27,  1898,  of  record  in  the  Hawaiian  Registry  of  Con¬ 
veyances  in  Liber  184,  pages  349-355;  said  sub-lea^e  to  be 
in  the  form,  language  and  terms  contained  in  the  aforesaid 
sub-lease  from  Annie  S.  Knudsen  to  the  Kekahaj  Sugar 
Company,  Limited. 

2.  A  sub-lease  for  the  term  commencing  January  1,  1920, 
and  ending  April  30,  1920,  of  all  the  lands  and  premises 

| 
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sot  out  and  described  in  that  certain  sub-lease  from  Augus¬ 
tus  F.  Knuclsen,  Eric  A.  Knudsen  and  Arthur  S. 
214  Knudsen,  to  the  Kekaha  Sugar  Company,  Limited, 
dated  April  7,  1906,  of  record  in  said  Registry  in 
Liber  283,  page  265;  said  sub-lease  to  be  in  the  form,  lan¬ 
guage  and  terms  contained  in  the  aforesaid  sub-lease  from 
Augustus  F.  Knudsen,  Eric  A.  Knudsen  and  Arthur  II. 
Knudsen  to  the  Kekaha  Sugar  Company,  Limited. 

Provided  and  on  condition  that  the  said  party  of  the 
second  part  keep  and  perform  all  covenants  on  its  part 
herein  contained. 

And  the  said  party  of  the  second  part  hereby  covenants 
and  agrees  with  the  parties  of  the  first  part  that  as  soon  as 
possible  after  the  date  hereof  it  will  install  and  maintain 
a  plant  for  generating  electric  power  on  its  plantation  and 
will  plant  and  cultivate  and  keep  under  cultivation  in  sugar 
cane  as  much  land  as  possible  above  the  level  of  the  new 

irrigation  ditch  of  the 

P.  H.  B.  4  4  not  remove.  ’  ’  T.  B.  Kekaha  Sugar  Com¬ 
pany;  and  also  that  it 
will  not  remove  from  the  date  hereof  until  the  expiration 
of  the  term  of  said  sub-leases,  the  pipe-line  from  the  mauka 
springs  at  present  supplying  the  Knudsen  homestead  at 
Waiawa  with  fresh  water;  and  also  that  it  will  execute  and 


accept  delivery  of  said  sub-leases  when  executed  and  de¬ 
livered  by  said  parties  of  the  first  part,  and  will  pay  the 
rent  therein  reserved  and  perform  all  covenants  and  con¬ 
ditions  in  said  sub-leases  on  its  part  to  be  observed  and 
performed. 

215  It  is  mutually  agreed  that  this  agreement  shall  not 
be  assigned  without  written  permission  from  the 

parties  of  the  first  part ;  and  it  is  further  agreed  by  and  be¬ 
tween  the  parties  hereto  that  the  term  44 parties  of  the 
first  part”  shall  include  the  parties  of  the  first  part  and 
their  several  executors,  administrators  and  assigns,  and 
that  the  term  4 4 party  of  the  second  part”  shall  include  the 
party  of  the  second  part  and  its  successors  and  as- 

216  signs. 

In  witness  whereof  the  said  Augustus  F.  Knudsen 
and  Eric  A.  Knudsen  have  hereunto  and  to  another  in¬ 
strument  of  same  tenor  and  date,  set  their  hands,  and  said 


ROBERT  H.  LUCAS,  COMMISSIONER,  ETC. 


135 


Kckelia  Sugar  Company,  Limited,  lias  caused  its  Corporate 
name  to  be  signed  and  its  corporate  seal  to  be  affixed  here¬ 
unto  and  to  another  instrument  of  the  same  tenor  land  date, 
the  day  and  vear  first  before  written. 

"(Signed)  AUGUSTUS  F.  KNUDSEN. 

(Signed)  EMC  A.  KNUDSEN. 

KEKAHA  SUGAR  CO.,  LTD-, 

(Signed)  By  H.  P.  FAYE, 

Vice-President. 

i 

[corporate  seal.] 

(Signed)  By  W.  PFOTENHAUER,  j 

Treasurer. 

Page  2,  Line  11,  (Line  17)  the  words  “not  remoke”  were 
inserted  before  signing. 

Territory  of  Hawaii, 

Island  of  Kauai,  ss: 

On  this  lltli  day  of  November,  A.  D.  1907  personally 
appeared  before  me  Augustus  F.  Knudsen  and 
Knudsen,  known  to  me  to  be  the  persons  described  in  and 
who  executed  the  foregoing  instrument,  who  acknowledged 
to  me  that  they  executed  the  same  freely  and  voluntarily 
and  for  the  use  and  purposes  therein  set  forth. 

(Signed)  T.  BRANDT, 

Notary  Piiblic , 

[notarial  seal.]  5 th  | Td.  Ct. 

217  Territory  of  Hawaii, 

Island  of  Kauai,  ss: 

On  this  2nd  day  of  December  A.  D.  1907  personally  ap¬ 
peared  before  me  II.  P.  Faye,  Vice  President  of  thte  Kekaha 
Sugar  Co.,  Lt.,  known  to  me  to  be  the  person  described  in 
and  who  executed  the  foregoing  instrument,  who  acknowl¬ 
edged  to  me  that  he  executed  the  same  freely  aijid  volun¬ 
tarily  and  for  the  use  and  purposes  herein  set  forth,  and 
also  on  oath  declared  that  he  is  Vice  President,  of  the 
said  Corporation,  and  acknowledged  said  instrument  to  be 
the  free  act  and  deed  of  said  Corporation. 

(Signed)  T.  BRANDT, 

[notarial  seal.]  Notary  Public,  5th  Jd.  Ct. 

P.  H.  B.,  N.  P. 


I 
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218'  I  do  hereby  certify  that  the  words  “maintain  in 
good  order  and  condition'’  in  line  11,  page  two,  were 
stricken  out  and  the  words  “not  remove”  pen  written  in 
above  and  in  the  margin  and  initialed  “T.  B.”  all  before 
execution  before  me. 

(Signed)  P.  H.  BURNETTE, 

Notary  Public. 

Territory  of  Hawaii, 

Honolulu, 

County  of  Oahu,  ss: 


Ou  tins  the  fourth  day  of  December  Anno  Domini,  1907, 

before  me  appeared  H.  P.  Faye  and  IV.  Pfotenhauer,  to 

me  both  personally'  known,  who  being  by  me  severally  duly 

sworn  did  sav  that  thev  are  the  Vice  President  and  Treas- 
•  •• 

urer  respectively  of  Kekaha  Sugar  Company,  Ltd.,  a  cor¬ 
poration  described  in  the  foregoing  instrument,  and  that 
the  seal  affixed  to  said  instrument  is  the  corporate  seal  of 
said  corporation  and  that  said  instrument  was  signed  and 
sealed  by  them  in  behalf  of  said  corporation:  and  said 
IT.  P.  Fave  and  W.  Pfotenhauer  severallv  acknowledged 

»  *  w 

said  instrument  to  be  their  free  act  and  deed  and  the  free 
act  and  deed  of  said  corporation. 

(Signed)  P.  H.  BURNETTE, 

[notarial  seal.]  Notary  Public ,  Honolulu, 

County  of  Oahu ,  Territory  of  Hawaii. 


219  (Indorsement  on  cover:)  2.  3857/10:51.  3857 

10:51.  Agreement  between  Augustus  F.  Knudsen  & 
Eric  A.  Knudsen  and  Kekaha  Sugar  Company,  Limited. 
Dated,  November  — ,  1907.  Kinney  &  Marx,  Attorneys,  303 
Stangenwald  Bldg.,  Honolulu.  Indexed.  Register  office, 
Oahu,  ss.  Receiver  for  record  this  28th  day  of  December, 
A.  D.  1907,  at  10:51  o’clock  A.  M.,  and  recorded  in  Liber  304, 
on  pages  15-18,  and  compared.  (Signed)  Chas.  H.  Merriam. 

Registrar  of  Conveyances,  by - ,  Deputy  Registrar. 

Recording  Fees,  $5.50. 


Lowrey  No.  6. 


This  indenture  made  this  1st  day  of  October,  1918, 
220  between  Augustus  F.  Knudsen  and  Eric  A.  Knudsen, 
both  of  Waiawa,  Island  and  County  of  Kauai,  Terri- 
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lory  of  Hawaii,  of  the  first  part  of  Kekaha  Sugar  Coppany, 
Limited,  an  Hawaiian  corporation,  of  the  second  part : 

Whereas,  by  an  indenture  dated  the  27th  day  of  July, 
1898,  recorded  in  the  office  of  the  Registrar  of  Conveyances 
at  Honolulu,  in  Liber  184,  pages  349-355,  and  made  between 
Annie  S.  Knudsen  as  lessor,  and  the  said  Kekaha  Sugar 
Company,  Limited,  as  lessee,  the  said  Annie  S.  Knudsen 
demised  to  the  said  Kekaha  Sugar  Company,  Limited,  cer¬ 
tain  portions  of  the  Ahupuaas  of  Kekaha,  Pokii,  Waiawa, 
Mokihana,  Milolii,  Nuololo  and  Mana  situate  on  the  said 
Island  of  Kauai,  therein  described,  together  with  [certain 
rights,  easements  and  privileges  in  connection  with  the 
same  Ahupuaas  therein  mentioned  for  the  term  of  | twenty 
(20)  years  from  the  first  day  of  October,  1898,  at  tip  rents, 
upon  the  terms  and  subject  1o  the  provisoes,  covenants  and 
agreements  in  the  said  Indenture  contained: 

And  whereas,  the  parties  hereto  of  the  first  part  jare  en¬ 
titled  to  the  reversion  of  the  said  Ahupuaas  expectant  on 
the  determination  of  the  lease  granted  by  said  Indenture 
dated  the  27th  day  of  July,  1898;  j 

And  whereas,  bv  agreement  made  and  entered  into  bv 
and  between  the  parties  hereto,  dated  the  lltli  dayjof  No¬ 
vember,  1907,  and  recorded  in  the  office  of  said  Registrar 
in  Liber  304,  page  15,  the  parties  of  the  firft  part 
221  agreed  to  demise  and  sublet  to  the  party  of  the  sec¬ 
ond  part  herein  all  the  lands  and  premises  set)  out  in 
said  sub-lease  from  Annie  S.  Knudsen  to  the  party  of  the 
second  part  herein,  upon  the  terms  and  conditions  and  in 
the  form  and  language  contained  in  the  aforesaid  suh-lease. 

Now,  therefore,  in  pursuance  of  the  said  agreement  it 
is  hereby  mutually  agreed  by  and  between  the  parties  here¬ 
to  that  the  terms  and  conditions  of  said  Indenture  dated 
the  27th  day  of  July,  1898,  are  hereby  extended  from  the 
first  day  of  October,  1918,  up  to  and  including  the  30th 
dav  of  April,  1920,  in  the  same  manner  and  to  the  same 
extent  as  if  the  term  granted  by  the  said  Tndenturd  dated 
the  27th  day  of  July,  1898,  had  extended  from  October  1, 
1898  to  April  30th,  1920:  it  being  the  meaning  and  intent 
hereof  that  said  sub-lease  and  the  additional  term  herebv 
created  shall  be  upon  a  like  footing  and  that  the  covenants, 
conditions  and  agreements  respectively  therein  contained 
be  equally  available,  take  the  place  of,  and  have  a  lik<^  force 
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and  effect  to  all  intents  and  purposes  as  if  every  article, 
clause,  matter  and  tiling'  contained  in  said  sub-lease  were  in¬ 
serted  and  contained  in  this  present  indenture;  and  the 
party  of  t lie  second  part  hereby  covenants  with  the  parties 
of  the  first  part  that  it  will  not  remove  from  the  date 
hereof  until  the  said  30th  day  of  April,  1920,  the  pipe  line 
from  the  Mauka  springs  at  present  supplying  the  Knudsen 
homestead  at  Waiawa  with  fresh  water. 

Tt  is  hereby  agreed  by  and  between  the  parties  hereto 
222  that  the  words  “parties  of  the  first  part”  shall  in¬ 
clude  the  parties  of  the  first  part  and  their  several 
executors,  administrators  and  assigns,  and  that  the  words 
“partv  of  the  second  part”  shall  include  the  party  of  the 
second  part  and  its  successors  and  assigns. 

In  witness  whereof  the  parties  of  the  first  part  have  set 
their  hands  and  seals,  and  the  party  of  the  second  part 
has  caused  its  name  and  corporate  seal  to  be  set  by  its 
proper  officers  hereunto  lawfully  authorized  hereunto  and 
to  another  instrument  of  the  same  date  and  tenor,  the  day 
and  vear  first  above  written. 


( Signed) 
( Signed) 


r CORPORATE  SEAL.l 

(Signed) 

( Signed ) 


AUGUSTUS  F.  KNUDSEN. 

F RTF  A.  KNUDSEN. 

KEKAHA  SUGAR  COMPANY, 
LIMITED, 

KEKAHA  SUGAR  COMPANY, 
LTD, 

By  G.  X.  WILCOX, 

Its  President. 

By  RICHARD  II.  TRENT, 

Its  Treasurer. 


SMITH,  WARREN  &  WHITNEY. 

Territory  of  Hawaii, 

City  and  County  of  Honolulu,  ss: 

<  )n  this  7th  day  of  November,  A.  I).  1918,  before  me 
223  personally  appeared  Augustus  F.  Knudsen  and  Eric 
A.  Knudsen,  to  me  known  to  be  the  persons  described 
in  and  who  executed  the  foregoing  instrument  and  both 
acknowledged  to  me  that  they  executed  the  same  as  their 
free  act  and  deed;  and, 
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On  this  Till  day  of  November,  A.  D.  1918,  before  me  ap¬ 
peared  G.  N.  Wilcox  and  Richard  H.  Trent,  to  me  berson- 
allv  known,  who,  by  me  fully  sworn,  did  say  that  they  are 
the  president  and  treasurer,  respectiyely,  of  the  Kekaha 
Sugar  Company,  Limited,  a  corporation  and  that  tjie  seal 
affixed  to  the  foregoing*  instrument  is  the  corporate  seal  of 
said  corporation  and  that  said  instrument  was  signjed  and 
sealed  in  behalf  of  said  corporation  by  authority  of  its 
board  of  directors,  and  the  said  G.  X.  Wilcox  and  Richard 
H.  Trent  acknowledged  said  instrument  to  be  the  free  act 
and  deed  of  said  corporation. 


(Signed) 

[ NOTARIAL  seal] 


A.  K.  A  OX  A, 

Notary  Public .  First  Judicial 
Circuit.  Territory  of  TTairaii . 


224  (Indorsement  on  cover:)  32609/10:21.  Extension 
of  lease.  Augustus  F.  Knudsen  et  al.  to  Kekaha 
Sugar  Company,  Limited,  Territory  of  Hawaii,  office4  of 
Registrar  of  Conveyances.  Received  for  record  this  12th 
day  of  November,  A.  D.  1918,  at  10:21  o’clock  A.  ?L,  and 
recorded  in  Book  503,  on  pages  187-190,  and  compared. 
(Signed)  P.  H.  Burnette,  Registrar  of  Conveyances,  by 

- ,  Deputy  Registrar.  Recording  Fee,  $4.50  paid. 

$4.50  paid. 
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Duty  stamp.  Duty  stamp. 

An  indenture  made  this  7th  day  of  April,  A.  D.  lj906,  by 
and  between  Augustus  F.  Knudsen,  Eric  A.  Knudsen  and 
Arthur  S.  Knudsen,  all  of  Waiawa,  in  the  County  of!  Kauai, 
Territory  of  Hawaii,  hereinafter  designated  as  thej  ‘‘Les¬ 
sors’/  of  the  first  part  and  Kekaha  Sugar  Company,  Lim¬ 
ited,  a  corporation  duly  organized  and  existing  under  t lie 
laws  of  the  Territory  of  Hawaii,  hereinafter  designated  as 
the  “Lessee”,  of  the  second  part: 

W  hereas  t lie  parties  of  the  first  part  are  lessees  men¬ 
tioned  in  that  certain  indenture  of  lease  executed  on  the 
first  dav  of  November,  1898,  wherein  Annie  S.  Knudsen  is 


184  in  the  Hawaiian  Registry  of  Conveyances,  wherein  cer¬ 
tain  portions  of  the  Ahupuaas  of  Kekaha,  Pokii,  Waiawa, 

Mokihana,  Milolii  and  Mana  are  leased  to  said  partiefe  of  the 

'  *■ 

first  part  as  in  said  lease  set  forth ;  and 
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G.  H.  0. 

“  Mokihana" 
stricken 
out.  T.  B. 


Whereas  t lie  party  of  the  second  part  is  the  lessee  in  a 
certain  other  indenture  of  lease  dated  the  27th  dav  of  Julv 
A.  I).  1898  wherein  the  said  Annie  S.  Knudsen  is  lessor; 
said  lease  being  recorded  in  Liber  184  on  folios  349-37)7)  in 
said  Hawaiian  Registry  of  Conveyances  wherein  certain 
portions  of  the  said  Ahupuaas  of  Kekaha,  Pokii,  Waiawa, 
Mokihana,  Milolii  and  Mana  are  leased  to  said  party  of  the 
second  part  as  in  said  lease  set  forth;  and 

Whereas  the  said  parties  of  the  first  part  herein 
22b  have  agreed  to  sublet  to  said  party  of  the  second 
part  herein  certain  portions  of  said  Ahupuaas  as 
hereinafter  more  particularly  set  forth: 

Now,  therefore,  this  indenture  witnesseth  that  for  and  in 
consideration  of  the  rent  hereinafter  reserved  and  the  cov¬ 
enants  to  he*  observed  and  performed  on  the  part  of  the  said 

Lessee,  said  Lessors  do  hereby  sublet,  de¬ 
mise  and  lease  unto  said  Lessee  all  those 
portions  of  the  said  Ahupuas  of  Kekaha, 
Pokii,  Waiawa,  [Mokihana]*  Milolii  and 
Mana  which  are  above  the  one  hundred 
(100)  foot  level  so  called  as  mentioned  in 
said  lease  of  July  27,  1898  from  Annie  S.  Knudsen  to 
Kekaha  Sugar  Company,  Limited,  and  which  by  the  ex¬ 
ercise  of  ordinary  care,  diligence  and  intelligent  hus¬ 
bandry  may  profitably  be  placed  and  kept  under  culti¬ 
vation  in  sugar  cane  and  other  agricultural  crops;  the  true 
intent  and  meaning  of  these  presents  being  that  notwith¬ 
standing  the  above  general  description  the  same  is  in¬ 
tended  to  include  all  those  portions  of  the  said  Ahupuaas, 
capable  of  cultivation  as  aforesaid,  which  are  or  mav  be 

tributary  to  the  new  water  ditch  to  be  constructed  bv  the 
•  • 

said  Lessee  through  said  lands  and  is  also  intended  to  in¬ 
clude  all  lands  which  can  be  cultivated  by  means  of  water 
pumped  from  said  new  ditch. 

And  said  Lessors,  for  the  consideration  aforesaid,  do  also 
sublet,  demise  and  lease  unto  said  Lessee,  a  right  of  way 
for  the  purpose  of  constructing,  maintaining  and  operating 
•  a  ditch,  Hume,  pipe  line  or  other  conduit  for  the  purpose  of 
conducting  water  from  the  Waimea  river  for  the  use 
227  and  benefit  of  said  Lessee  for  all  lands  which  are  or 
may  be  tributary  to  said  ditch,  flume,  pipe  line  or 


[♦Words  enclosed  in  brackets  erased  in  copy.] 
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conduit,  and  also  the  lands  below  the  one  hundred!  (100) 
foot  level  hereinbefore  referred  to,  said  lands  bejng  in¬ 
cluded  in  said  lease  from  Annie  S.  Knudsen  to  Kekaha 
Sugar  Company,  Limited,  dated  July  27,  1898. 

To  have  and  to  hold  all  of  the  sub-let  premises  and  right 
of  way  aforesaid  unto  the  Lessee,  its  successors  and  as¬ 
signs  for  and  during  the  remainder  and  unexpired  portion 
of  the  full  term  expressed  in  the  aforesaid  lease  from  Annie 
S.  Knudsen  to  the  Lessee  herein,  dated  July  27,  18tj)8,  the 
Lessee  yielding  and  paying  therefor  each  year  to  the  Les¬ 
sors  as  rent  for  said  land  and  right  of  way  Two  and  One- 
Half  (2 V'zc/c)  per  cent  of  all  sugar  manufactured  from  cane 
grown  upon  the  demised  premises  and  Two  and  Onp-IIalf 
per  cent  (2V2%)  of  the  net  proceeds  of  all  other! crops 
grown  upon  the  demised  premises  by  the  Lessee;  said.  man¬ 
ufactured  sugar  to  be  delivered  free  of  all  expenses  iticlud- 
ing  containers  to  the  Lessors  at  the  wharf  at  Waiawja,  Is¬ 
land  of  Kauai. 

And  the  lessors  hereby  covenant  with  the  Lessee  that, 
upon  payment  by  the  Lessee  of  the  rent  as  aforesaid,  and 
upon  observance  and  performance  of  the  covenants  by  the 
Lessee  hereinafter  contained,  it,  the  Lessee,  shall  peace¬ 
ably  and  quietly  hold  and  enjoy  the  said  demised  premises 

for  the  term  herebv  demised,  without  hindrance  or  inter- 

* 

ruption  by  the  Lessors  or  any  other  person  oj*  cor- 
228  poration  lawfully  or  equitably  claiming  by,  thtough 
or  under  them. 

And  the  Lessee  herebv  covenants  with  the  Lessors  as  fol- 
lows: 

That  it,  the  Lessee,  will  from  time  to  time  during  tli^  said 
term,  pay  to  the  Lessors  the  said  rent  in  manner  aforesaid, 
without  any  notice  or  demand. 

That  it  will  pay  all  taxes,  charges  and  assessments  levied 
during  the  continuance  of  these  presents  on  the  presses 


and  property  occupied  or  used  by  the  Lessee  under  this 
sub-lease. 

That  it  will  as  soon  as  practicable  bring  and  thereafter 
keep  under  cultivation  in  sugar  cane  or  other  agricultural 
crops  all  portions  of  said  demised  premises  which  by  the 
exercise  of  ordinary  care,  diligent  and  intelligent  husbandry 
may  profitably  be  placed  and  kept  under  cultivation  in  sugar 
cane  or  other  agricultural  crops,  except  all  such  lands  as 
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mav  be  cultivated  bv  means  of  water  pumped  from  said  new 
ditch. 

That  it  will  permit  the  Lessors  at  reasonable  times  to  ex¬ 
amine  all  books  and  accounts  pertaining  to  the  manufacture 
and  sale  of  sugar  and  other  agricultural  crops  grown  upon 
said  demised  premises. 

That  it  will  furnish  water  for  the  use  of  stock  pas- 

229  tured  on  said  demised  premises  above  the  cane  fields 
hereby  demised  free  of  all  expense  to  the  Lessors, 

provided,  howevef,  that  all  expense  for  conducting  such 
water  to  drinking  places  shall  be  at  the  expense  of  said 
Lessors. 

That  it  will  erect  and  maintain  at  its  own  expense  all 
fences  for  land  occupied  or  cultivated  by  it  and  hereby  de¬ 
mised:  That  it  will  not  fence  in  any  lands  unless  prepared 
to  use  the  same  for  the  purposes  provided  for  in  this  lease; 

That  it  will  grant  to  the  Lessor  rights  of  wav  through  the 
demised  premises  to  the  lower  lands  for  driving  cattle  and 
other  uses:  such  rights  of  way  to  be  agreed  upon,  laid  out 
and  defined  prior  to  the  Lessee  cultivating  said  land. 

That  it  will  indemnify  and  hold  the  Lessors  harmless  for 
all  liabilities  for  trespass  of  stock. 

That  it  will  not  assign  this  lease  without  the  consent  of 
the  Lessors  in  writing  being  first  obtained. 

That  it  will  permit  the  Lessors  to  use  free  of  charge  all 
lands  covered  by  this  lease  while  not  fenced,  and  all  lands 
the  cultivation  of  \vhich  may  be  abandoned  by  the  Lessee. 

That  it  will  not  maintain  a  stock  ranch  on  the  demised 
premises. 

That  in  case  said  Lessee  develops  power  with  the  water 
at  Waiawa  Reservoir  for  the  purpose  of  operating  an  elec¬ 
tric  plant,  it  will  furnish  to  the  Lessors  sufficient  power  from 
said  plant  for  fifty  electric  lights  at  the  homestead 

230  of  said  Lessors  at  Waiawa  and  for  fifty  additional 
electric  lights  at  the  cottage  of  Eric  A.  Knudsen  at 

said  Waiawa  free  of  any  expense  or  charge  for  said  power 
to  said  Lessors :  provided,  however,  that  said  Lessors  shall 
at  their  own  expense  install  said  lights  and  connect  the  same 
with  the  power  plant  of  the  Lessee  at  the  nearest  practicable 
point. 

That  it  will  at  the  end  or  sooner  determination  of  the  term 
of  this  lease  peaceably  and  quietly  leave  and  yield  up  unto 
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t lie  Lessors  all  and  singular  1  lie  premises  hereby  dejnised. 

Provided,  however,  and  this  demise  is  on  this  condition 
that  it*  the  Lessee  shall  fail  to  pay  said  rent  herein  reserved, 
or  shall  fail  to  observe  or  perform  any  of  the  covenants 
herein  contained  and  on  its  part  to  be  observed  ok*  per¬ 
formed,  the  Lessors  mav  at  once  re-enter  said  demised 
premises,  or  any  part  thereof  in  the  name  of  the  whole,  and 
at  their  option  terminate  this  lease. 

rt  is  hereby  expressly  agreed  and  declared  by  and  between 
the  parties  hereto  that  the  term  ‘‘Lessors”  in  these  pres¬ 
ents  shall  include  the  Lessors  and  their  executors,  adminis¬ 
trators  and  assigns,  and  that  the  term  “Lessee”  shall  in¬ 
clude  the  Lessee  and  its  successors  and  assigns;  and  that 
all  of  the  terms,  conditions  and  agreements  of  this  lease 
shall  run  in  favor  of  and  bind  the  respective  [heirs, 
231  executors,  administrators,  successors  and  assigns  of 
the  parties  hereto. 

In  witness  whereof  the  parties  of  the  first  part  hare  set 
their  hands  and  the  said  party  of  the  second  part  has  caused 
its  corporate  name  to  be  signed  and  its  corporate  seal  to  be 
affixed  to  this  and  to  another  instrument  of  same  dalje  and 
tenor  the  (lav  and  vear  first  above  written. 


(Signed) 

(Signed) 


(Signed) 
( Signed ) 


AUGUSTUS  F.  KNUDS  |41X. 
ARTHUR  S.  KNUDS  EX, 

Bv  ANNIE  S.  KXUDSEX, 

Guardian. 

ERIC  A.  KNUDSEX. 
KEKAIIA  SUGAR  CO.,  iLd., 
Bv  Its  2nd  Vice  President, 

D.  PAUL  R.  ISENBERG. 

Bv  Its  Treasurer,  W.  PFOTEN  HAUER. 
(Signed)  AUGUSTUS  F.  KXUDSE|N. 


9 ‘19 


Honolulu,  Oahu, 

Territory  of  Hawaii ,  ss : 

On  this  7th  day  of  April  A.  D.  1906,  personally  appeared 
before  me  I).  Paul  R.  Isenberg,  2nd  Vice-President^  and 
W.  Pfotenhauer,  Treasurer,  of  the  Kekalia  Sugar  Company, 
Limited,  an  Hawaiian  corporation,  known  to  me  to  lie  the 
persons  described  in  and  who  executed  the  foregoing  in¬ 
strument,  who  severally  acknowledged  to  me  that  they  exe¬ 
cuted  the  same  freely  and  voluntarily  and  for  the  usets  and 
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purposes  therein  set  forth  and  as  and  for  the  free  act  and 
deed  of  said  Kekaha  Sugar  Company,  Limited,  as  such  2nd 
Vice  President  and  Treasurer  respectively. 

(Signed)  ( JUSSI  E  IL  CLARE, 

Notary  Public ,  First  Judicial  Circuit. 
[notarial  seal.] 


I  hereby  certify  that  the  word  “ Moki liana”  appearing 
on  the  third  line  (tenth  line)  of  the  2nd  page  was  stricken 
out  prior  to  execution. 

(Signed)  GUSSIE  H.  CLARK, 

1  Notary  Public ,  First  Judicial  Circuit, 


Territory  of  Hawaii, 

Island  of  Kauai,  ss : 

On  this  12  day  of  April,  A.  D.  1906  personally  appeared 
before  me  Augustus  F.  Knudsen,  Eric  A.  Knudsen  and  Mrs. 
Annie  S.  Knudsen  as  guardian  for  Arthur  S.  Knudsen, 
known  to  me  to  be  the  persons  described  in  and  who  exe¬ 
cuted  tin*  foregoiiig  instrument,  who  acknowledged  to  me 

that  thev  executed  the  same  freely  and  voluntarily  and  for 
•  *  * 

the  uses  and  purposes  herein  set  forth. 

On  page  2,  line  three  (ten)  the  word  “Mokihana"  was 
stricken  out  before  signing. 

(Signed)  I  T.  BRANDT, 

[notarial  seal.]  Notary  Public,  of  It  Jud.  Ct. 


233  [Endorsed:]  8797/12.10.  Lease  and  agreement 

with  Knudsen  Bros.  Dated  April  7th,  1906.  In¬ 
dexed.  Register  Office,  Oahu,  ss.  Received  for  record  this 
18th  day  of  June,  A.  D.  1906,  at  12:10  o’clock  P.  M.,  and  re¬ 
corded  in  Liber  283,  on  pages  265-269,  and  compared. 
(Signed)  Clias.  H.  Merriam,  Registrar  of  Conveyances, 
by  - - ,  Deputy  Registrar.  Recording  Fees,  $9. 

234  Lowrey  No.  8. 


This  indenture  made  this  1st  day  of  October,  1918,  be¬ 
tween  Augustus  F.  Knudsen  and  Eric  A.  Knudsen,  both 
of  Waiawa,  Island  and  County  of  Kauai,  Territory  of 
Hawaii,  of  the  first  part,  and  Kekaha  Sugar  Company, 
Limited,  an  Hawaiian  corporation,  of  the  second  part : 

Whereas,  by  an  Indenture  dated  the  7th  day  of  April, 
1906,  of  record  in  the  office  of  the  Registrar  of  Conveyances 
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Limited,  as  Lessee,  the  said  Augustus  F.  Knudser^,  Eric 
A.  Knudsen,  and  Arthur  S.  Knudsen  did  sublet,  demise 
and  lease  unto  the  said  Kekalia  Sugar  Company,  Limited, 
certain  portions  oi‘  the  Ahupuaas  of  Kekalia,  Pokii,  Wgiawa, 
Aiilolii  and  Mana  situate  on  the  said  Island  of  Kauai,  therein 
described,  together  with  certain  rights,  easements  and  privi¬ 
leges  in  connection  with  the  same  Ahupuaas  thereiij  men¬ 
tioned,  for  a  term  which  expires  on  the  1st  day  of  October, 
1918,  at  the  rents,  upon  the  terms  and  subject  to  the  provi¬ 
soes,  covenants  and  agreements  in  the  said  Indenture  con¬ 
tained; 

And  whereas,  the  parties  hereto  of  the  first  part)1  have 
acquired  the  reversion  of  the  lands,  tenements  and!  here¬ 
ditaments  demised  by  the  said  lease  dated  the  7th  (lay  of 
April,  1906,  "  [ 

235  And  whereas,  the  parties  hereto  of  the  first  part 
have  agreed  to  execute  and  deliver  to  the  pa::ty  of 
the  second  part  a  sub-lease  for  the  term  commencing  Octo¬ 
ber  1st,  1918  and  ending  April  30,  1920,  of  all  the  lands 
and  premises  set  out  and  described  in  said  lease  dated 
the  7th  day  of  April,  1906,  said  sub-lease  to  be  in  the  form, 
language  and  terms  contained  in  said  lease  dated  the  7tli 
day  of  April,  1906; 

Xow,  therefore,  in  pursuance  of  the  said  agreement,  it 
is  hereby  mutually  agreed  by  and  between  the  parties  here¬ 
to  that  the  terms  and  conditions  of  said  indenture  ofj  lease 
dated  the  7th  day  of  April,  1906,  are  hereby  extended!  from 
the  first  day  of  October,  1918,  up  to  and  including  tint  30th 
day  of  April,  1920,  in  the  same  manner  and  to  the  saijie  ex¬ 
tent  as  if  the  term  granted  by  said  indenture  of  lease  jdated 
the  7th  day  of  April,  1906,  had  extended  from  the  7th  day 
of  April,  1906  to  April  30th,  1920;  it  being  the  meaning  and 
intent  hereof  that  said  lease  dated  April  7th,  1906  aijd  the 
additional  term  hereby  created  shall  be  upon  a  like!  foot¬ 
ing  and  that  the  covenants,  conditions  and  agreements  re¬ 
spectively  therein  contained  be  equally  available,  take  the 
place  of,  and  have  a  like  force  and  effect  to  all  intents  and 
purposes  as  if  every  article,  clause,  matter  and  thing  eon- 

1 0— 5098a 
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tained  in  said  lease  dated  April  7th,  1906  were  inserted 
and  contained  in  this  present  indenture. 

236  It  is  hereby  agreed  by  and  between  the  parties 
hereto  that  the  words  “parties  of  the  tirsi  part" 
shall  include  the  parties  of  the  first  part  and  their  several 
executors,  administrators  and  assigns,  and  that  the  words 
“party  of  the  second  part"  shall  include  the  party  of  the 
second  part  and  its  successors  and  assigns. 

In  witness  whereof  the  parties  of  the  first  part  have 
set  their  hands  and  seals,  and  the  party  of  the  second  part 
has  caused  its  name  and  corporate  seal  to  be  set  by  its 
proper  officers  hereunto  lawfully  authorized  hereunto  and 
to  another  instrument  of  the  same  date  and  tenor,  the 
dav  and  vear  first  above  written. 

(Signed)  '  AUGUSTUS  F.  KXUDSEX. 
(Signed)  ERIC  A.  KXUDSEX. 

KEKAIIA  SUGAR  COM  FA  XV, 
LIMITED, 

[ COR POR ATE  SEAL.  ] 

(Signed)  By  G.  X.  WILCOX, 

Its  President . 

(Signed)  RICHARD  II.  TREXT. 

Its  Treasurer. 

SMITH,  WARREX  &  WHITXEY. 

AL  J. 


237  Territory  of  Hawaii, 

s  7 

City  and  County  of  Honolulu ,  ss: 

On  this  7th  day  of  November,  A.  D.  1918,  before  me  per¬ 
sonally  appeared  Augustus  F.  Knudsen  and  Eric  A.  Knud- 
sen,  to  me  known  to  be  the  persons  described  in  and  who 
executed  the  foregoing  instrument  and  both  acknowledged 

to  me  that  tliev  executed  the  same  as  their  free  act  and 

* 

deed,  and; 

On  this  7th  day  of  November,  A.  D.  1918,  before  me  ap¬ 
peared  G.  N.  Wilcox  and  Richard  H.  Trent  ,  to  mo  per¬ 
sonally  known,  who,  by  me  duly  sworn,  did  say  that  they 
are  the  President  and  Treasurer  respectively,  of  the  Ke- 
kaha  Sugar  Company,  Limited," a  corporation  and  that  the 
seal  affixed  to  the  foregoing  instrument  is  the  corporate 
seal  of  said  corporation  and  that  said  instrument  was 
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signed  and  sealed  in  behalf  of  said  corporation  b\|*  author¬ 
ity  of  its  Board  of  Directors,  and  t Do  said  G.  X.  Wi.lcox  and 
Richard  11.  Trent  acknowledged  said  instrument  io  be  the 
free  act  and  deed  of  said  corporation. 

(Signed)  A.  K.  AONA, 

Notar  if  Public  First  Judicial 
[notarial  seal.]  Circuit ,  Territory  of  llaivaii. 

2*18  (Indorsement  on  cover:)  32608/10:20.  Intension 
of  lease.  Augustus  F.  Knudsen  et  al.  to |  Kekaha 
Sugar  Company,  Limited.  Territory  of  Hawaii,  office  of 
Registrar  of  conveyances.  Received  for  record  this  12th 
day  of  November,  A.  D.  1918,  at  10:20  o’clock  A.  M.,  and 
recorded  in  Book  493,  on  pages  381-383,  and  compared. 
(Signed)  P.  H.  Burnette,  Registrar  of  Conveyances,  by 

- ,  Deputy  Registrar.  Recording  Fee,  $4.o0,  paid. 

$4.50  paid. 
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This  indenture,  made  this  25th  day  of  November,  1919, 
l>v  and  between  Augustus  F.  Knudsen  and  Eric  A.  Kfnudsen, 
both  of  Waiawa,  County  of  Kauai,  Territory  of  Hawaii,  par¬ 
ties  of  the  first  part,  the  Ivekaha  Sugar  Company,  Limited, 
an  Hawaiian  corporation  carrying  on  business  in  the  Dis¬ 
trict  of  Waimea,  said  County  of  Kauai,  party  of  the  second 
part,  and  Bishop  Trust  Company,  Limited,  an  Hawaiian 
corporation  having  its  principal  office  in  the  City  and  County 
of  Honolulu,  in  said  Territory,  party  of  the  third  part,  wit- 
nesseth : 

Whereas  the  parties  of  the  first  part  are  the  assignees  of 
that  certain  lease  dated  June  1,  1890,  by  and  betwjeen  the 
Commissioners  of  Crown  Lands  as  lessors  and  V.  Knudsen 
as  lessee,  recorded  in  the  Hawaiian  Registry  of  (ponvey- 
ances  in  Liber  124,  page  318;  and 

Whereas  by  certain  deed  of  trust  dated  October  )L,  1918, 
the  parties  of  the  first  part  did  assign,  transfer  and  ^et  over 
to  the  party  of  the  third  part  in  trust  for  the  uses  apd  pur¬ 
poses  in  said  trust  deed  set  forth,  all  the  rents,  issues  and 
profits  arising  out  of  a  certain  sub-lease,  made  and  executed 
by  Annie  S.  Knudsen  to  the  party  of  the  second  part!  herein 
dated  October  27,  1898,  and  recorded  in  Hawaiian  Registry 
of  Conveyances  in  Liber  124,  page  318,  the  term  of 
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240  which  sub-lease  was  ext  each  cl  up  to  and  including  the 
30th  day  of  April,  1920,  by  indenture  dated  October  1, 

1918,  and  recorded  in  the  said  Registry  of  Conveyances  in 
Liber  503,  page  187,  and 

Whereas  by  said  trust  deed  the  party  of  the  third  part 
was  made  the  attorney-in-fact  of  the  parties  of  the  first  part 
to  sell,  convev  and  transfer,  bv  and  with  the  consent  of  the 
parties  of  the  first  part  at  such  price  as  should  be  agreed 
to  by  the  parties  of  the  first  part  and  the  party  of  the  third 
part,  all  the  right,  title  and  interest  of  the  parties  of  the  lirst 
part  in  and  to  all  the  premises  demised  in  the  above  men¬ 
tioned  lease  from  the  Commissioners  of  Crown  Lands  to  V. 
Knudsen. 

Now,  therefore,  in  consideration  of  the  sum  of  One  Dollar 
($1.)  to  the  party  of  the  third  part  paid  by  the  party  of  the 
second  part,  and  by  and  with  the  consent  of  the  parties  of 
the  first  part  and  upon  the  agreement  of  the  parties  of  the 
first  and  third  parts  hereto  as  to  the  price,  which  consent 
and  agreement  is  witnessed  by  the  signatures  hereto  of  the 
parties  of  said  first  and  third  parts,  the  said  parties  of  the 
first  part  do  hereby  i  assign,  transfer,  set  over  and  convey 
unto  the  party  of  the  second  part  the  said  indenture  of  lease 
dated  the  first  dav  of  June,  1890,  made  bv  and  between  the 
Commissioners  of  Crown  Lands  as  lessors  and  V.  Knudsen 
as  Lessee  and  of  record  in  Liber  124,  page  318,  11a- 

241  waiian  Registry  of  Conveyances;  the  term  of  thirty 
(30)  years  from  the  first  day  of  June,  1890,  thereby 

demised;  and  all  of  the  estate,  right,  title  and  interest  of 
the  said  Augustus  F.  Knudsen  and  Eric  A.  Knudsen  and 
the  said  Bishop  Trust  Company,  Limited,  in  and  to  all  of 
the  lands,  tenements  and  hereditaments  in  the  said  inden¬ 
ture  described  and  thereby  demised  and  in  and  to  all  of  the 
rents,  issues  and  profits  thereof; 

To  have  and  to  hold  the  same  together  with  all  the  rights, 
powers,  privileges  and  appurtenances  to  the  same  belonging 
or  appertaining  or  held  and  enjoyed  therewith  unto  the 
party  of  the  second  part,  its  successors  and  assigns  forever, 
for  and  during  all  the  rest  and  remainder  of  the  term  yet  to 
follow  and  unexpired;  subject,  nevertheless,  to  the  payment 
of  the  rent  reserved  to  the  Commissioners  of  Crown  Lands 
and  their  successors  and  to  the  observance  and  performance 
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of  all  the  covenants,  conditions  and  agreements  <|>n  the  part 
of  the  lessee  to  be  performed  as  more  fully  set  oijit  and  con¬ 
tained  in  said  indenture  of  lease;  and  subject  also  to  the 
approval  of  the  Commissioner  of  Public  Land?,  the  suc¬ 
cessor  in  title  and  authority  to  the  Commissioners  of  Crown 
Lands. 

And  the  party  of  the  third  part  for  and  in  consideration 
of  ihe  above  does  hereby  remise,  release  and  forever  quit¬ 
claim  all  its  right,  title  and  interest  in  and  to  thej  above  de¬ 
scribed  indenture  of  lease  and  the  premises  thereby  demised, 
both  in  its  capacity  as  attorney-in-fact  for  the  parjties  of  the 
first  part  and  as  trustee  under  and  by  virtue  of  |the  above 
mentioned  trust  deed  from  the  parties  of  the  first 
*242  part  herein  toil,  the  party  of  the  third  parti  herein. 

And  the  said  Augustus  F.  Knudsen  anjl  Eric  A. 
Knudsen  do  hereby  for  themselves,  their  executors  and  ad- 
ininistrators  jointly  and  severally  covenant  with|  the  said 
Kekaha  t'hi.gar  Company.  Limited,  its  successor)?  and  as¬ 
signs,  that  they,  the  said  Augustus  F.  Knudsen  anid  Eric  A. 
Knudsen  have  or  they  and  the  said  Bishop  Trust  Company, 
Limited,  have  good  right  to  assign  the  said  indenture  of 
lease  and  premises  hereby  assigned  or  intended  s<!>  to  be  in 
manner  aforesaid;  that  the  said  Kekaha  Sugar  Company, 
Limited,  may  at  all  times  during  the  remainder  off  the  said 
term  of  thirty  (30)  years  yet  to  follow  and  unexpjred,  hold 
and  enjoy  the  lands,  tenements  and  hereditament  by  the 
said  indenture  demised  with  the  appurtenances  and  receive 
and  take  the  rents,  issues  and  profits  thereof  foe  its  and 
their  own  use  and  benefit  and  that  the  said  premises  are 
free  of  and  from  all  incumbrances. 

And  the  said  Kekaha  Sugar  Company,  Limited,  doth 
herebv  for  itself,  its  successors  and  assigns  covenant  with 
the  said  Augustus  F.  Knudsen  and  Eric  A.  Knudsjen,  their 
respective  executors  and  administrators  that  it,  |the  said 
Kekaha  Sugar  Company,  Limited,  will  and  its  successors 
and  assigns  shall  at  all  times  from  and  after  the  date  hereof, 
during  said  residue  of  the  said  term  of  thirty  (3(j))  years 
pay  the  rent  reserved  by  the  said  indenture  and  observe  and 
perform  all  of  the  covenants,  conditions  and  agreements  in 
the  said  indenture  contained  and  on  the  part  of  tie  lessee 
to  be  observed  and  performed. 
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In  witness  wliereof  tlie  said  Augustus  F.  Kmidsen 
243  and  Eric  A.  Kmidsen  have  set  their  hands  and  seals 
and  the  said  Bishop  Trust  Company,  Limited,  and 
Kekaha  Sugar  Company,  Limited,  have  caused  their  respec¬ 
tive  names  and  corporate  seals  to  be  set  by  their  proper 
officers  thereunto  dulv  authorized,  hereunto  the  dav  and 
year  first  before  written. 

(Signed)  AUGUSTUS  F.  KXUDSEX. 

(Signed)  ERIC  A.  KXUDSEX. 

[Corporate  Seal  Bishop  Trust  Company,  Limited.] 

BISHOP  TRUST  COMPANY, 
LIMITED, 

(Signed)  By  E.  W.  SUTTOX, 

1  Its  Vice-President. 

(Signed)  By  WM.  SIMPSOX, 

Its  Treasurer. 

[Corporate  Seal  Kekaha  Sugar  Company,  Limited.] 

KEKAHA  SUGAR  COMPANY, 
LIMITED, 

(Signed)  By  G.  SHERMAN, 

Its  2nd  Vice-President . 
(Signed)  By  RICHARD  H.  TREXT, 

Its  Treasurer. 

Approved. 

SMITH,  WARREX  &  WHITNEY. 

W.  L.  W. 


Consent  to  the  foregoing  assignment  is  herebv  granted. 
(Signed)  "  B.  G.  RIVENBURGH, 

Commissioner  of  Public  Lauds 

of  the  Territory  of  Hawaii. 

Approved : 

(Signed)  HARRY  IRWIX, 

Attorney  General  of  Hawaii. 


244  Territory  of  Hawaii, 

City  and  County  of  Honolulu,  ss: 

On  this  25tli  day  of  Xovember,  1918,  before  me  appeared 
Augustus  F.  Knudsen  to  me  known  to  be  the  person  de¬ 
scribed  in  and  who  executed  the  foregoing  instrument  and 


ROBERT  H.  LUCAS,  COMMISSIONER,  ETC.  151 

. 

acknowledged  Unit  lie  executed  the  same  as  his  fijee  act  and 
deed. 

(Signed)  A.  K.  AONA, 

[notarial  seal.]  Notary  Public  First  Judicial 

Circuit ,  Territory  of  Hawaii. 

County  of  Kauai, 

Territory  of  Hawaii ,  ss : 

On  this  doth  day  of  November,  A.  I).  1918,  before  me  ap¬ 
peared  Erie  A.  Knudseii  to  me  known  to  be  the  person  de- 
scribed  in  and  who  executed  the  foregoing  instrument  and 
acknowledged  that  he  executed  the  same  as  his  frcjje  act  and 
deed. 

(Signed)  T.  BRANDT, 

[notarial  seal.]  Notary  Public,  5th  Jd.  Ct. 


Territory  of  Hawaii, 

City  and  County  of  Honolulu,  ss: 

On  this  2nd  day  of  December,  1918,  before  me  appeared 
E.  \V.  Sutton  and  AVm.  Simpson  to  me  personally  known, 
who  being  by  me  by  me  duly  sworn  did  say  that  they  are 
Vice  1 'resident  and  Treasurer  respectively  of  Bishop  Trust 
Company,  Ltd.,  an  Hawaiian  corporation,  and  that  the  seal 
affixed  to  the  foregoing  instrument  is  the  corporate  seal  of 
said  Corporation,  and  that  said  instrument  was  signed  and 
sealed  in  behalf  of  said  Corporation  by  authority  of  its 
Board  of  Directors,  and  the  said  E.  W.  Sutton  j^nd  Wm. 
Simpson  acknowledged  said  instrument  to  be  the  j  free  act 
and  deed  of  said  Corporation. 

(Signed)  RALPH  \V.  KEARNS, 

[notarial  seal.]  Notary  Public,  First  Judicial 

Circuit,  Territory  of  Hawaii . 


Territory  of  Hawaii,  I 

7 

City  and  County  of  Honolulu,  ss: 

On  this  3rd  day  of  December,  A.  1).  1918,  before  me  ap¬ 
peared  George  Sherman  and  Richard  H.  Trent  to  me  per- 
sonallv  known  who  being  by  me  dulv  sworn  did  $av  that 
they  are  respectively  the  2nd  Vice-President  and  Treasurer 
of  Kekaha  Sugar  Company,  Limited,  the  corporation 
245  described  in  the  foregoing  instrument ;  that  the  seal 
affixed  to  said  instrument  is  the  corporate ;  seal  of 
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said  corporation  and  tliat  said  instrument  was  signed  and 
sealed  in  behalf  of  said  corporation  by  authority  of  its 
Board  of  Directors;  and  the  said  George  Sherman  and 
Richard  H.  Trent  severally  acknowledged  that  they  exe- 
cuted  the  said  instrument  as  the  free  act  and  deed  of  said 
corporation. 

(Signed)  BERNICE  K.  DWIGHT, 

[notarial  seal.]  Notary  Public ,  First  Judicial 

Circuit ,  Territory  of  fJaicaii. 

246  (Indorsement  on  cover:)  32985/1:50.  Assignment 
of  lease.  Augustus  F.  Knudsen  et  al.  to  Kekalia 
Sugar  Company,  Limited.  Indexed.  Territory  of  Hawaii, 
office  of  Registrar  of  Conveyances.  Received  for  record 
this  5th  day  of  December,  A.  D.  1918,  at  1  :50  o'clock  P.  M., 
and  recorded  in  Book  493,  on  pages  431-435,  and  compared. 
(Signed)  P.  H.  Burnette,  Registrar  of  Conveyances,  by 

- ,  Deputy  Registrar.  Recording  fees,  $8,  Paid.  ./8 

paid. 
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Lowrey  No.  10. 


T,  B.  G.  Rivenburgh,  Commissioner  of  Public  Lands  oi* 
the  Territory  of  Hawaii,  pursuant  to  the  authority  vested 
in  me  by  law  do  hereby  allow  the  Kekalia  Sugar  Company, 
Limited,  as  the  holder  or  lessee  of  the  general  lease  dated 
June  1st,  1890,  made  by  the  Commissioners  of  Crown 
Lands  as  Lessors,  recorded  in  the  Hawaiian  Registry  of 
Conveyances  in  Liber  124  page  318,  to  hold  the  premises 
demised  by  the  said  lease  after  the  expiration  of  the  term 
thereof  for  one  year  from  June  1,  1920  to  June  1,  1921. 

In  witness  whereof  I  have  hereunto  set  my  hand  this  30tli 
day  of  November,  1918. 

(Signed)  B.  G.  RIVENBURGH, 

Commissioner  of  Public  Lauds 

of  the  Territory  of  Ilaicaii. 

Approved  as  to  form. 

(Signed)  HARRY  IRWIN, 

Attorney  General. 

Lowrey. 

(Indorsement  on  cover:)  Extension.  Government 
248  Lease  No.  164.  Comm,  of  Crown  Lands  to  V.  Knud¬ 
sen.  One  year:  6/1/1920-6/1/1921. 
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Lowrey  No.  11. 

Lease  No.  164.  | 

This  indenture,  made  this  first  day  of  June,  A.  T). 
*249  1890  between  the  commissioners  of  Crown  Lands,  of 

the  first  part,  and  Valdemar  Knudsen,  of  the  second 
part,  witnesseth,  that  for  and  in  consideration  of  tjie  rents, 
covenants  and  agreements  hereinafter  reserved  and  con¬ 
tained,  on  the  part  and  behalf  of  the  said  party  of  thje  second 
part  his  executors,  administrators  and  permitted  assigns,  to 
be  paid,  kept  and  performed,  they  the  said  parti  els  of  the 
first  part,  by  virtue  of  t lie  authority  in  them  vested,  by  the 
Act  entitled  uAn  Act  to  Relieve  the  Roval  Domain  from  En- 
cumbranees,  and  to  Render  the  Same  Inalienable”  approved 
January  3rd,  1865,  having  demised  and  leased,  and  by  the 
presents  do  demise  and  lease,  unto  the  said  partj’  of  the 
second  part,  his  executors,  administrators  and  assigns,  all 
those  tracts  of  land  situate  at  Waimea,  Island  or  Kauai, 
Hawaiian  Islands,  known  as  the  Ahupuas  of  Kelcaha,  PoJcii. 
Waiaira ,  Mokihana,  Milolii,  and  Mana,  by  their  ancient 
boundaries  or  as  may  be  determined  hereafter  bv  legal 
authority  and  being  the  same  premises  now  occupiefl  by  the 
party  of  the  second  part,  subject  however,  to  the  legjjl  rights 
of  native  tenants,  and  hereby  expressly  annulling  and  can¬ 
celling  those  certain  subsisting  leases  of  the  same  premises 
dated  July  1st,  1877  and  July  1st,  1878.  I 

Except  the  timber  trees,  and  all  young  trees  ifit  and 
proper  to  be  raised  and  preserved  for  timber  trees,  now 
growing  or  being,  or  which  shall  hereafter  grow,  <jr  be  in 
and  upon  the  above  demised  premises  or  any  part 
250  thereof:  together  with  free  liberty  of  ingrees.  egress 
and  regress,  to  and  for  the  said  parties  of  the  first 
part,  and  their  successors  in  office. 

To  have  and  to  hold,  all  and  singular,  the  said  premises 
above  mentioned  and  described,  with  the  appurtenances, 
(except  as  before  excepted)  unto  the  said  party  of  f|he  sec¬ 
ern]  part,  his  executors,  administrators  and  assigns,  for  and 
during  the  term  of  Thirty  (30)  years,  to  commence  from  the 
first  day  of  June,  A.  D.  1890  the  said  party  of  the  second 
part,  his  executors,  administrators  and  assigns,  yielding 
and  paving  therefor  during  the  continuance  of  tlje  said 
term,  unto  the  said  parties  of  the  first  part,  and  the|ir  sue- 
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cessors  in  office,  the  yearly  rent  of  Four  Thousand  ($4,- 
000.00)  Dollars,  in  U.  S.  Gold  Coin  over  and  above  all  taxes, 
charges  and  assessments  to  be  levied  and  imposed  upon 
the  said  premises  by  Legislative  authority:  Such  rent  to  be 
paid  bv  vearlv  installments  in  advance  on  the  first  davs  of 
June  in  each  year. 

The  first  second  payment  of  the  said  rent  to  be  made  on 
the  first  day  of  June  next  ensuing.  And  the  said  parties  of 
the  second  part  for  himself  and  his  executors,  administra¬ 
tors  and  assigns,  does  covenant,  promise  and  agree,  to  and 
with  the  said  parties  of  the  first  part,  and  their  successors, 
in  office,  that  he  the  said  party  of  the  second  part,  his 

251  executors,  administrators  and  assigns,  shall  and  will 
well  and  truly  pay,  or  cause  to  be  paid  unto  the  said 

parties  of  the  first  part,  or  their  successors  in  office,  the  said 

vearlv  rent  above  reserved,  clear  of  and  over  and  above 
•  • 

all  taxes,  impositions,  charges  and  assessments,  whatsoever. 

And  also,  that  he  the  said  party  of  the  second  part,  his 
executors,  administrators  and  assigns,  shall  and  will,  from 
time  to  time,  during  the  term  of  this  present  demise,  bear, 
pay  and  discharge  all  taxes,  charges,  impositions  and  as¬ 
sessments.  ordinarv  and  extraordinarv,  which  raav  here- 
after,  at  anv  time  during  the  continuance  of  the  said  term, 
be  laid,  imposed,  assessed  or  charged  on  the  said  demised 
premises,  or  any  part  thereof,  or  upon  any  improvements 
made  or  to  be  made  thereon,  or  which  may  be  imposed  or 
charged  on  the  said  parties  of  the  first  part,  or  their  suc¬ 
cessors  in  office,  for  or  in  respect  of  the  said  premises,  or 
anv  part  thereof,  and  shall  and  will  indemnify  the  said 
parties  of  the  first  part,  and  their  successors  in  office,  of, 
from  and  against  all  damages,  costs  and  charges  which  they 
may  at  any  time  sustain,  or  be  put  to,  by  reason  of  any  neg¬ 
lect  in  the  due  and  punctual  discharge  and  payment  of  the 
said  taxes,  impositions,  charges  and  assessments.  And  also, 
that  he  the  said  party  of  the  second  part,  his  executors, 
administrators  and  assigns  shall  and  will  bear,  pay  and  dis¬ 
charge.  at  his  or  their  own  cost  and  expense,  all  costs  and 
charges  for  fencing  the  whole  or  any  part  or  parcel  of  the 
above  demised  premises,  if  such  fencing  should  be  so  re¬ 
quired  by  any  law  now  in  force,  or  that  may  be  here- 

252  after  enacted  by  Legislature  authority,  and  shall  and 
will  indemnify  the  said  parties  of  the  first  part,  and 

their  successors  in  office,  of,  from  and  against  all  damages, 
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costs,  expenses  and  charges  which  they  at  any  time  sjustain 
by  reason  of  any  neglect  or  refusal  of  the  party  of  tl|ie  sec¬ 
ond  part,  his  executors,  administrators  and  assigns  jin  the 
performance  of  the  premises  and  agreements  last  aforesaid. 
And  also,  that  lie  the  said  party  of  the  second  part,  hts  exe¬ 
cutors,  administrators  and  assigns,  shall  not,  nor  \jcill  at 
any  time  during  the  term  hereby  granted,  do  or  commit, 
or  permit  or  suffer  to  be  done,  any  willful  or  voluntary 
waste,  spoil  or  destruction,  in  and  upon  the  above  demised 
premises,  or  any  part  thereof,  or  cut  down,  or  perjnit  to 
be  cut  down  any  timber  trees  or  any  trees  fit  and  proper 
to  be  raised  for  timber  trees  now  growing  or  being,  or  which 
shall  hereafter  grow  or  be  in  and  upon  the  above  demised 
premises  or  any  part  thereof;  and  will,  at  the  end  orj  other 
sooner  determination  of  the  said  term  hereby  granted, 
peaceably  and  quietly  leave  and  yield  up  unto  the  said  par¬ 
ties  of  the  first  part,  or  their  successors  in  office,  all  and 
singular  the  premises  hereby  demised,  with  all  erections, 
buildings  and  improvements  of  whatever  name  or  nature, 
now  on  or  which  may  be  hereafter  put,  set  up,  erected  and 
placed  upon  the  same,  in  as  good  order  and  condition  in 
all  respects  (reasonable  use,  wear  and  tear  expected)  as 
the  same  are  at  present  or  may  hereafter  be  put  by  tl|e  said 
parly  of  the  second  part,  his  executors,  n<]minis- 
253  trators  or  assigns.  And  also,  that  he  the  said  party 
of  the  second  part,  his  executors,  or  administrators, 
or  any  of  them,  shall  not,  nor  will,  at  any  time  durijig  the 
continuance  of  the  said  term,  assign  over  the  said  premises, 
or  any  part  thereof,  to  any  person  or  persons  whomsoever, 
without  the  license  and  consent  of  the  said  parties  of  the 
first  part,  or  their  successors  in  office,  in  writing,  under 
their  hands  first  had  and  obtained  for  such  purpose. 

And  the  said  parties  of  the  first  part,  for  themselves  and 
their  successors  in  office,  do  covenant,  to  and  with  the  said 
party  of  the  second  part,  his  executors,  administrators  and 
assigns,  by  these  presents,  that  the  said  party  of  the  Second 
part,  his  executors,  administrators  and  assigns,  shall  or  may 
al  all  times  during  the  said  term  herebv  granted,  bv  and 
under  the  rent,  covenants,  conditions  and  agreements, 
herein  contained,  peaceably  and  quietly  have,  hold,  occupy, 
possess  and  enjoy  all  and  singular,  the  said  premise?!  here¬ 
by  demised,  and  every  part  and  parcel  thereof,  with  the  ap¬ 
purtenances  (except  as  before  excepted)  without  tljie  let, 
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trouble,  hindrance,  molestation,  interruption  and  denial  of 
the  said  parties  of  the  first  part,  or  their  successors  in  of¬ 
fice,  or  of  any  person  or  persons  whatsoever,  lawfully 
claiming,  or  to  claim  the  same,  or  any  part  or  parcel 
254  thereof :  provided,  always,  and  these  present  are  upon 
this  condition,  that  if  it  shall  happen  that  the  yearly 
rent,  hereinbefore  reserved,  shall  be  behind  and  unpaid  in 
part,  or  in  all,  by  the  space  of  thirty  (30)  days  after  the 
same  ought  to  be  paid,  according  to  the  reservation  afore¬ 
said,  whether  the  same  shall  have  been  demanded  upon  the 
said  demised  premises  or  not;  or,  if  the  said  party  of  the 
second  part,  his  executors  or  administrators,  shall  assign 
the  said  premises,  or  any  part  thereof,  to  any  person  or  per¬ 
sons,  without  the  license  or  consent  of  the  said  parties  of  the 
lirst  part,  or  their  successors  in  office,  first  had  and  obtained 
in  writing:  or  if  the  said  party  of  the  second  part,  his  ex¬ 
ecutors,  administrators  and  assigns,  shall  not  well  and  truly 
observe,  keep  and  perform,  all  and  singular,  the  covenants 
and  agreements  on  his  or  their  parts  to  be  observed,  kept 
and  performed,  according  to  the  true  intent  and  meaning 
of  these  presents,  that  then  and  from  thenceforth,  in  any 
of  the  said  cases,  it  shall  and  mav  be  lawful  to  and  for  the 
said  parties  of  the  first  part,  and  their  successors  in  office, 
without  warrant  Or  other  legal  process,  into  and  upon  the 
said  hereby  demised  premises,  or  any  part  thereof,  in  the 
name  of  the  whole,  to  re-enter,  and  the  same  to  have  again, 
repossess,  and  enjoy,  as  in  their  first  and  former  estate  and 
right,  this  indenture,  or  anything  hereinbefore  contained, 
to  the  contra rv  thereof  in  anvwise  notwithstanding. 


255  In  Witness  Whereof,  The  parties  to  these  pres¬ 
ents  have  hereunto  set  their  hands  and  seals  the  dav 
and  vear  first  above  written. 

Signed,  sealed  and  delivered  in  the  presence  of 
(Signed)  i  S.  M.  DAMON, 

JONA  AUSTIN, 

*  C.  P.  IAUKEA, 

i  Commissioners  of  Crown  Lands . 

VALDEMAR  KNUDSEN. 

H  A  WA 1 IA  X  ISLA  X  D, 

Honolulu, 

Island  of  Oahu ,  ss: 

On  this  5th  day  of  June  A.  D.  1890,  personally  appeared 
before  me  Jone  Austin  and  C.  P.  Iaukea,  Commissioners 
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of  Crown  Lands,  and  Valdemar  Ivnudsen,  known  id  me  to 
he  the  persons  described  in  and  who  executed  the  foijegoing 
instrument  and  thev  duly  acknowledged  to  me  Unit  thev 
executed  the  same  freely  and  voluntarily  for  the  usies  and 
purposes  therein  set  forth. 

WM.  AUSTIN  WHITING,  | 

Agent  to  Take  Acknowledgment s\ 

for  the  Island  of  0\ahu. 

256  Hawaiian  Island, 

Honolulu,  ! 

Island  of  Oahu,  ss: 

i 

| 

On  this  Gth  day  of  June  A.  I).  1890,  personally  appeared 
before  me  S.  M.  Damon,  a  commissioner  of  Crown  Ipands, 
known  to  me  to  be  the  person  described  in  and  who  executed 
the  foregoing  instrument  and  he  duly  acknowledged  to 
me  that  he  executed  the  same  freelv  and  voluntarily  for 

•  I  • 

the  uses  and  purposes  therein  set  forth. 

WM.  AUSTIN  WHITING, 

Agent  to  Take  Acknowledgments 

for  the  Island  of  Oahu. 

\ 

i 

Permission  to  sub-let  portions  of  the  within  premises  is 
granted.  The  covenant  against  assignment  is  not  ito  be 
construed  to  prohibit  sub-letting.  Such  sub-letting  j  shall 
not  in  any  respect  diminish  the  responsibility  of  the  jessee 
to  the  Government,  nor  in  any  manner  restrict  or  clirtail 
anv  right  of  the  Government  under  this  lease. 

*  o 


Nov.  2,  1898. 

257  Stamped  $1. 


J.  A.  KING, 

J.  F.  BROWN,  | 

Commissioners  of  Public  Ladds. 


i 


This  Indenture  made  this  1st  day  of  November,  D. 
1901,  between  Knudsen  Brothers  and  Airs.  Annie  S.  Efnud- 
sen,  of  Waiawa,  Island  of  Kauai,  Territory  of  Hawaii, 
parties  of  the  first  part,  Lessors,  and  Alessrs  Gay  and  Rob¬ 
inson,  or  Alakaweli,  Island  of  Kauai  aforesaid,  parties  of 
the  second  part,  Lessees, 
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Witnesseth:  That  the  said  parties  of  the  first  part  do 
hereby  sublet  unto  the  said  parties  of  the  second  part  all 
that  certain  place  lor  parcel  of  land  situated  in  the  District 
of  Waimea,  said  Island  of  Kauai,  Known  as  the  Ahupuaa 
of  Mokihana. 

To  have  and  to  hold  unto  the  said  parties  of  the  second 
part  the  said  premises  for  and  during  the  full  term  during 
which  the  said  parties  of  the  first  part  hold  the  same  un¬ 
der  lease  to  V.  Knudsen  from  the  Crown  Land  Commis¬ 
sioners  dated  the  1st  day  of  June,  A.  D.  1890  wherein  was 
leased  for  30  years  to  the  said  V.  Knudsen  the  Ahupuaa  of 
Mokihana,  as  well  as  other  lands: 

This  Indenture  to  commence  from  the  1st  day  of  .June 
A.  D.  1900,  the  said  parties  of  the  second  part  yielding 
and  paying  rent  therefor  the  sum  of  Two  Hundred  and 
Forty  (*240.)  Dollars  for  each  and  every  year  during  the 
continuance  of  this  Indenture;  the  rent  to  be  payable  Year¬ 
ly  and  after  the  same  rate  for  any  part  of  a  year. 
258  And  the  said  parties  of  the  second  part  hereby 
covenant  to  pay  the  rent  as  aforesaid  and  to  keep 
and  perform  all  Conditions  contained  in  said  Lease  from 
the  Commissioners  of  Crown  Lands,  and  also  that  should 
the  said  rent  after  due  notification  given  the  Lessees  re¬ 
main  unpaid  or  any  of  the  covenants  herein  contained  be 
broken,  then  the  Lessors  may  enter  into  and  upon  said 
premises  and  expel  the  Lessees  or  those  claiming  under 
them  therefrom  and  any  entry  made  as  aforesaid  shall 
operate  and  render  this  Indenture  null  and  void;  and  at 
the  termination  of  this  Indenture  the  parties  of  the  second 
part  shall  surrender  up  the  premises  quietly  and  peaceably 
to  the  party  having  an  estate  in  said  premises. 

And  the  said  parties  of  the  first  part  do  hereby  cove¬ 
nant  that  the  said  parties  of  the  second  part  shall  occupy 
tlie  premises  aforesaid  for  the  term  aforesaid  without 
hindrance  or  molestation  from  any  person  or  persons  law¬ 
fully  claiming  under  them,  the  parties  of  the  second  part 
well  and  truly  keeping  and  performing  the  covenants  and 
conditions  herein  contained. 


And  wherever  in  these  presents  any  act  is  to  be  done 
by  or  for  the  Lessors  or  Lessees  respectively  or  any  bene¬ 
fit  is  to  accrue  to  either  of  them,  the  same  shall  be  done 
by  or  for  or  shall  accrue  to  the  benefit  of  their  respective 
heirs,  executors,  administrators  and  assigns. 
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259  In  witness  whereof  the  said  parties  hereto  hdve  set 
their  hands  and  seal  and  to  another  instrument  of 

like  tenor  as  of  1st  day  of  November  A.  D.  1901. 

ANNIE  S.  KNUDSEN.  | 
AUGUSTUS  F.  KNUDSEivf. 
KNUDSEN  BROS., 

By  ERIC  A.  KNUDSEN,  Manager. 
GAY  &  ROBINSON. 

I 

Executed  in  the  presence  of,  as  to  Augustus  F.  Khudsen, 
HARRY  J.  LASK. 

State  of  California, 

Clli)  and  County  of  San  Francisco ,  ss: 

i 

On  this  Seventh  day  of  March  in  the  year  One  Thousand 
Nine  Hundred  and  Two  (1902)  before  me  Harry  J.  jLask,  a 
Notary  Public  in  and  for  the  said  City  and  County,  Residing 
therein,  duly  commissioned  and  sworn,  personally  appeared 
Augustus  F.  Knudsen  a  member  of  the  firm  of  Ivnudsen 
Brothers  known  to  me  to  be  the  person  described  iri,  whose 
name  is  subscribed  to  and  who  executed  the  within  land  an¬ 
nexed  instrument,  and  he  duly  acknowledged  to  mejthat  he 
executed  the  same  for  himself  and  for  such  firm  and  freely 
and  voluntarily  for  the  uses  and  purposes  therein  set  forth. 
In  witness  whereof  I  have  hereunto  set  my  hsind  and 

v  i 

affixed  my  official  Seal,  at  my  office  in  the  City  andj  County 
of  San  Francisco,  the  day  and  year  in  this  Certificate  first 
above  written. 

HARRY  J.  LASI<, 
Notary  Public  in  and  for  the  Ciiy  and 
County  of  San  Francisco ,  State  of 
California. 

*  ! 

260  Territory  of  Hawaii, 

Island  of  Kauai ,  ss:  j 

On  this  3rd  day  of  April  A.  D.  1902,  personally  ajppeared 
before  me  Eric  A.  Knudsen  for  Knudsen  Bros.  Annie  S. 
Knudsen  and  F.  Gay  for  Gay  &  Robinson  known  to  me  to 
be  the  persons  described  in  and  who  executed  the  foregoing 
instrument  who  acknowledged  to  me  that  they  executed  the 


i 
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same  freely  and  voluntarily  and  for  the  uses  and  purposes 
therein  set  forth. 

i  T.  BRANDT, 

i  Notary  Public,  5th  Jd.  Ct. 


9 


Recorded  &  Comp'd  this  2nd  day  of  May  A.  D.  1902  at 
:50  o'clock  P.  M. 


THOS.  G.  THRUM, 
Registrar  of  Conveyances. 


Register  Office. 

Honolulu,  H.  I.,  May  26th,  1903. 

1  herebv  certifv  the  foregoing  to  be  a  true  and  correct 
copy  of  an  instrument  on  Record  in  this  office,  in  Liber  233, 
on  pages  301  <fc  302  of  Miscellaneous  Records. 

THOS.  G.  THRUM, 
Registrar  of  Conveyances. 


Permission  is  herebv  granted  to  the  Knudsen  Brothers 
and  Mrs.  Annie  S.  Knudsen,  Lessees  under  the  within  Lease 
No.  164,  to  assign  to;  Messrs.  Gay  &  Robinson  all  of  that  cer¬ 
tain  piece  of  parcel  of  land,  situated  in  the  District  of  Wai- 
mea,  Island  of  Kauai,  known  as  the  Ahupuaa  of  Mokihana. 

This  permission  shall  not  be  construed  as  to  release 
261  the  said  Lessees  from  observing  the  terms  and  stipu¬ 
lations  of  the  above  lease,  and  that  no  further  assign¬ 
ment  of  the  same  shall  be  made  without  the  written  consent 
of  the  Commissioner  of  Public  Lands  being  first  obtained 
and  endorsed  hereon. 

And  further,  the  assignment  as  above  mentioned,  same 
being  dated  the  1st  day  of  November  A.  D.  1901,  is  hereby 
confirmed. 

[seal.]  EDWARD  S.  BOYD, 

Commissioner  of  Public  Lands,  Territory  of  Haivaii. 


Public  Land  Office,  June  1st,  1903. 


I  do  hereby  certify  the  foregoing  to  be  a  true  and  correct 
copy  of  General  Lease  No.  164  to  Valdemar  Knudsen,  of 
the  Ahupuaas  of  Kekaha,  Pokii,  Waiawa,  Mokihana,  Milolii 
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and  Mana,  on  the  Island  of  Kauai,  on  file  in  tlie  office  of  the 
Commissioner  of  Public  Lands. 

(Signed)  JAS.  W.  PRATT, 

[official  seal.]  Commissioner  of  Public  bands. 

\ 

Honolulu,  Febv.  12th,  1904.  j 

262  (Indorsement  on  cover:)  Lease.  Copy.  Commis¬ 
sioners  of  Crown  Lands  and  Valdemar  Knudsen. 

I 

263  Lowrey  No.  12. 

j 

Stamps  on  original,  $25. 

In  the  Matter  of  the  Incorporation  of  the  Kekaha  Sugar 

Company,  Limited. 


Articles  of  Incorporation. 

i 

I 

Know  all  men  by  these  presents :  I 

That  we,  H.  P.  Faye  of  Mana,  in  the  Island  of  Kajiai,  one 
of  the  Hawaiian  Islands;  Otto  Isenberg,  F.  W.  Glide,  IV. 
Meier  and  E.  Kruse,  all  of  Kekaha,  in  said  Island  of  jKauai; 
Carl  Isenberg  of  Holzminden  in  the  Empire  of  Germany; 
Paul  Isenberg  of  Bremen  in  the  Empire  of  Germany;  J.  F. 
Hackfeld  of  Honolulu ;  [H.  Hackfeld  &  Co.,  Ltd.,  a  Corpora- 
tion,  Incorporated  and  doing  business  under  the  lawi  of  the 
Hawaiian  Islands;]*  George  N.  Wilcox  and  S.  IV.  Wilcox 
both  of  Lihue,  in  said  Island  of  Kauai;  and  A.  S.  Wilcox  of 
Hanamaulu  in  said  Island  of  Kauai,  desiring  to  became  in¬ 
corporated  as  a  joint  stock  company,  do  by  these  presents 
associate  themselves  together  as  a  joint  stock  company,  and 
for  that  purpose  and  in  verification  of  the  same,  do  hereby 
certify  and  set  forth  the  following  particulars: 

First.  The  name  of  the  corporation  is  Kekaha  Sugar 
Company,  Limited. 


r* Words  enclosed  in  brackets  erased  in  copy.] 
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264  Second.  The  principal  office  of  said  corporation 
is  to  be  at  Honolulu  in  the  Island  of  Oahu  in  said 

Hawaiian  Islands. 

Third.  The  purpose  of  said  corporation  is  to  engage 
in  agricultural,  manufacturing  and  mercantile  pursuits  in 
the  Hawaiian  Islands  or  in  connection  therewith,  includ¬ 
ing  the  cultivation  of  sugar  cane,  the  manufacture  of  the 
same  into  sugar,  and  all  business  incidental  thereto  which 
may  profitably  be  conducted  in  connection  therewith;  the 
constructing  and  maintaining  of  irrigating  works  and 
pumping  plants,  dams  and  reservoirs;  and  the  doing  of 
all  other  things  incidental  to  or  proper  in  the  business 
of  supplying  water  to  said  corporation  and  others  lor  ir¬ 
rigating  and  other  purposes;  the  buying  and  selling  of  all 
goods,  wares  and  merchandise;  the  dealing  in  stocks  and 
bonds  of  other  corporations;  the  owning  and  hiring’ of  ves¬ 
sels  or  steamers  and  operating  the  same:  the  operating  of 
railways  necessary  or  proper  in  connection  with  the  busi¬ 
ness  of  a  sugar  plantation,  and  the  purchase,  construction 
and  maintenance  of  railroad  tracks  and  of  all  other  prop¬ 
erty  used  in  connection  therewith;  and  the  doing  of  all 
things  and  the  transaction  of  all  business  that  may  be 
lawfully  done  in  connection  with  the  purposes  aforesaid 
or  anv  one  of  them. 

265  Fourth.  The  amount  of  the  capital  stock  of  said 
corporation  is  six  hundred  thousand  dollars  ($000,- 

000)  divided  into  Six  Thousand  Shares  of  the  par  value  of 
One  Hundred  Dollars  ($100)  each:  with  the  privilege,  after 
notice  to  the  Minister  of  Interior,  of  subsequent  extension 
of  the  capital  stock  to  a  sum  not  to  exceed  Two  Million 
Dollars  ( $2,000,000. ) . 

Fifth.  The  officers  of  said  corporation  shall  consist  of 
a  President,  Vice  President,  Treasurer,  Secretary  and 
Auditor. 


Sixth.  Said  corporation  shall  have  succession  and  cor¬ 
porate  existence  for  the  term  of  fifty  (50)  years  under  the 
name  and  title  aforesaid,  and  shall  have  all  of  the  powers 
and  be  subject  to  all  of  the  liabilities  provided  by  law  for 
incorporated  companies,  and  be  subject  to  all  general  laws 
hereinafter  enacted  in  regard  to  corporations. 

Seventh.  Said  corporation  shall  have  the  power  to  sue 
and  be  sued  by  its  corporate  name  in  all  courts  whatso¬ 
ever;  to  make  and  use  a  common  seal  and  the  same  to 
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alter  at  its  pleasure;  to  borrow  money  and  to  hypothecate 
a  ad  mortgage  its  franchises  and  other  property;  and  to 

issue  bonds  secured  bv  trust  deed  or  otherwise  to  secure 

%/ 

the  same;  to  acquire,  hold,  purchase  and  convey  either  ab¬ 
solutely  or  by  way  of  mortgage  and  to  lease  and  accept 
leases  of  real  and  personal  properly  not  to  exceed  ip  value 
at  any  one  time  the  sum  of  Three  Million  Dollars  (s|3,000,- 
000.):  to  appoint  such  subordinate  and  other  officers 
266  and  agents  as  the  business  of  the  corporation  may 
at  any  time  require;  to  make  such  By-Laws  for  the 
management  of  its  property,  the  election  and  removal  of 
its  officers,  the  regulation  of  its  affairs  and  the  transfer 
of  its  property  and  stock;  and  to  do  all  such  oth|er  acts 
and  things  not  contrary  to  law  as  the  business  of  siid  cor¬ 
poration  shall  from  time  to  time  require. 

Light h.  Xo  stockholder  shall  be  liable  for  the  debts  of 
said  corporation  beyond  the  amount  which  may  be  due  and 
unpaid  upon  any  share  or  shares  owned  by  him. 

Service  of  process  upon  any  one  of  the  officers |  of  the 
corporation  shall  be  deemed  good  service  upon  the  cor¬ 
poration. 

In  witness  whereof  the  parties  above  named  hade  here¬ 
unto  set  their  hands  and  seals  this  16th  day  of  Juld,  A.  D. 
1898. 

( Sgd. )  H.  F.  FAYE.  j 

“  OTTO  ISENBERG. 

“  F.  AY.  GLADE.  j 

“  F.  AY.  MEIER.  ! 

“  E.  KRUSE.  I 

“  A.  S.  WILCOX. 

(Sgd.)  PAUL  ISENBERG,  j 

Bif  His  Attorney-in-fact ,  J.  F.  HAOKFELD. 

“  '  CARL  ISENBERG, 

By  His  Attorney-in-fact ,  J.  F.  HACKFELD. 

“  ‘  GEO.  N.  AYILCOX, 

By  His  Attorney-in-fact ,  J.  F.  HACKFELD. 

‘  ‘  S.  W.  WILCOX, 

By  His  Attorney-in-fact ,  J.  F.  HACKFELD. 

“  [H.  HACKFELD  &  CO.,  LIMD.J* 

J.  F.  HACKFELl}, 

[  Vice  Pres  id ent.]  * 


f*  Words  enclosed  in  brackets  erased  in  copy.] 
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267  Hawaiian  Islands, 

I  si  a  ml  o  f  K  a  ua  .v.s-  : 

On  this  16th  day  ot]  July  A.  P.  1898  personally  appeared 
before  me  H.  P.  Faye,  Otto  Isenberg,  F.  W.  Glade,  F.  W. 
Meier  and  E.  Kruse  known  to  me  to  be  the  persons  de¬ 
scribed  in  and  who  executed  the  foregoing  instrument,  who 
duly  acknowledged  to  me  that  tlicv  executed  the  same  freely 
and  voluntarily  and  for  the  uses  and  purposes  herein  set 
forth. 

(Sgd.)  T.  BRANDT, 

[seal.]  Notary  Public. 

Hawaiian  Islands, 

Island  of  Kauai,  ss : 

On  this  18th  day  of  July  A.  1).  1898  personally  appeared 
before  me  A.  S.  Wilcox  known  to  me  to  be  the  person  de¬ 
scribed  in  and  who  executed  the  foregoing  instrument  who 
dulv  acknowledged  to  me  that  he  executed  tin*  same  freely 
and  voluntarily  and  for  the  uses  and  purposes  therein  set 
forth. 

(Sgd.)  R.  W.  T.  PURVIS, 

[seal.]  Notary  Public 

268  Hawaiian  Islands, 

Island  of  Oahu ,  ss: 

On  this  25th  day  of  July  A.  I).  1898  personally  appeared 
before  me  J.  F.  Hackfeld  attorney-in-fact  for  Paul  Isenberg. 
Carl  Isenberg,  Geo.  X.  Wilcox  and  S.  W.  Wilcox  and  Vice 
President  of  II.  Hackfeld  Co.  Limited  a  corporation, 
known  to  me  to  be  the  person  described  in  and  who  executed 
the  foregoing*  instrument,  who  dulv  acknowledged  to  me 
that  he  executed  the  same  freely  and  voluntarily  and  for 
the  uses  and  purposes  therein  set  forth  and  as  for  the  free 
act  and  deed  of  each  of  said  Paul  Isenberg,  Carl  Isenberg, 
Geo.  X.  Wilcox,  W.  W.  Wilcox,  and  of  said  corporation. 
(Sgd.)  N.  FERNANDEZ, 

Notary  Public ,  First  Judicial  Circuit. 
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269  hi  the  Matter  of  the  Incorporation  of  The  Kekaha 

Sugar  Company.  Limited. 

! 

Affidavit  of  Vice-President  9  Secretary ,  and  Treasurer 
Set  tiny  Forth  X  umber  of  Shares ,  Sc.  | 

On  tliis  18tli  day  of  July  A.  D.  1898  personally  appeared 
before  me  S.  A.  Wilcox,  Vice  President,  John  F.  ylackfeld, 
treasurer  and  F.  W.  Glade  secretary  of  the  Kekajha  Sugar 
Company,  Limited,  who  being  duly  sworn  jointly  dnd  sever¬ 
ally  depose  and  say: 

That  Paul  Isenberg,  president  of  the  said  corporation, 
is  permanently  absent  from  the  Country,  residing  at  Bre¬ 
men,  Germany,  and  that  affiant,  A.  S.  Wilcox,  is  the  Vice 
President  of  said  corporation  and  is  authorized  to  perform 
the  duties  of  president  in  the  absence  of  that  officer;  that 
the  affiant,  John  F.  Hackfeld  is  the  treasurer,  aid  affiant, 
F.  W.  Glade  is  the  secretary  of  the  aforesaid  corporation. 
That  the  amount  of  capital  stock  of  said  corporation  is  six 
hundred  thousand  dollars,  divided  into  six  thousand  shares 
of  the  par  value  of  one  hundred  dollars  each. 

1  #  I 

That  the  names  of  the  present  subscribers  to  said  shares, 
and  the  number  of  shares  subscribed  for  by  e^ch,  is  as 
follows : 

H.  P.  Faye,  of  Mana,  Kauai . 1,200  shares. 

Otto  Isenberg  of  Kekaha,  Kauai .  i[48  “ 

Carl  Isenberg  of  Holzminder,  Germany .  /[48  “ 

F.  W.  Glade,  of  Kekaha,  Kauai .  408  “ 

H.  Hackfeld  &  Company,  Lim’t,  or 

Honolulu....  800  u 

270  Paul  Isenberg  of  Bremen,  Germany.  .  .  .  374  “ 

George  X.  Wilcox,  of  Liliue,  Kauai .  ‘^74  “ 

A.  S.  Wilcox,  of  Hanamaulu,  Kauai .  374  “ 

S.  W.  Wilcox,  of  Lihue .  374  “ 

W.  Meier,  of  Kekaha,  Kauai .  $00  “ 

E.  Kruse,  “  “  “  $00  “ 

That  the  number  of  shares  subscribed  for  constitutes  all 
of  the  shares  making  up  the  capital  stock  of  said  cor¬ 
poration.  j 

That  the  object  of  the  Incorporation  is  to  takd  over  and 
conduct  an  existing  agricultural,  manufacturing  |and  trad¬ 
ing  business  and  enterprise,  to- wit :  the  sugar  j  mill  and 
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pumping  plant  at  Kekalia,  and  adjacent  thereto,  and  the 
cane  planting  interests  in  connection  with  said  mill,  said 
property  being  known  as  the  Kekaha  Plantation. 

That  all  of  the  capital  stock  has  been  paid  in,  such  pay¬ 
ment  being  represented  by  the  property  taken  over  by  said 
corporation  as  aforesaid. 

That  in  the  schedule  marked  4 ‘Schedule  A,'*  hereto  at¬ 
tached,  is  a  full  description  of  the  property  intended  to 
represent  said  capital  stock,  and  a  detailed  valuation  of 
each  item  of  said  property,  and  in  the  schedule  hereto  at¬ 
tached,  marked  “Schedule  B/’  are  copies  of  the  conveyances 
made  by  the  owners  of  said  business  and  enterprise  to  the 
proposed  corporation. 

(Sgd.)  A.  S.  WILCOX, 

-71  Vice-President. 

44  F.  W.  GLADE, 

Secret  an). 

44  A.  S.  WILCOX, 

Vice-President  Kekaha  Sugar  Co.,  Ltd. 
i4  A.  W.  GLADE, 

Secretary  Kekaha  Sugar  Co.,  Ltd. 

44  J.  F.  HACK  FELD, 

Treasurer  Kekaha  Sug.  Co.,  Ld. 

Subscribed  and  sworn  to  before  me  bv  F.  W.  Glade,  Sec- 
retary  of  the  Kekaha  Sugar  Co.  (Ltd.),  this  26th  day  of 
Julv  A.  D.  1898. 

(Sgd.)  J.  M.  MOXSARRAT, 

X  of  ary  Public  for  the  1st  Judicial  Circuit 

1  of  the  Hawaiian  Islands. 

[notarial  seal] 


Hawaiian  Islands, 

Island  of  Kauai ,  ss: 

On  this  1st h  day  of  July  A.  I).  1898  personally  appeared 
before  me  A.  S.  Wilcox  and  F.  W.  Glade  known  to  me  to  be 
the  persons  described  in  and  who  executed  the  foregoing 
instrument  and  who  acknowledged  to  me,  that  thev  exe- 
euted  the  same  freelv  and  voluntarilv  and  for  the  uses  and 
purposes  therein  set  forth. 

( Sgd. ) 


[seal.] 


K.  W.  T.  PURVIS, 

Notary  Public. 
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Schedule  A. 


One  Sugar  Factory  at  Kekaha  with  5  Roller  Mill^ 
Crusher,  Clarifiers,  Evaporators,  Vacuum  Pans,! 
Centrifugals,  Coolers,  Pumps,  Boilers,  Lime 

Kiln,  Cisterns,  Tanks,  etc . 

3  Locomotives  . I 

230  R.  R.  Cars  . j 

15  miles  R.  R.  Track . 

1  3/4  miles  Port  Tract . 

7  Dwelling  Houses  with  Outbuildings,  Windmills 

and  Tanks  . 

Laborers  Houses  . 

272  Blacksmith  Shops  and  other  buildings  .... 
4  Pumping  Stations  with  Pumps,  Boilers 

and  Artesian  Wells . 

Flumes,  Pipelines,  Ditches,  Reservoirs,  etc . 

Horses,  Mules  and  Cattle  . 

Carts  and  Harness  . 

2  Steam  Plough  Tackles  complete . 

Implements  and  Tools  . 

Coal  and  other  materials . . . 

Office  Furniture  . 

About  1700  acres  Growing  Cane  or  in  cultivation. 

Value  of  Leasehold  Interests,  including  option  on 

new  lease  for  20  vears . 

%/ 


$150,000 

7,000 

20,000 

30,000 

3,000 

13,000 

20,000 

4,000 

1  50,000 

20,000 
10,500 
2,000 
16,000 
2,100 
6,200 
800 
143,000 

! 

100,400 


■j - 

$600,000 


273  Know  all  men  by  these  presents: 

That  I.  H.  P.  Faye,  of  Mana,  in  the  Inland  of 
Kauai,  one  of  the  Hawaiian  Islands,  doing  business  as 
sugar  planter  under  the  firm  name  of  H.  P.  Faye  &  Co.  in 
the  District  of  Waimea  on  said  Island  of  Kaua},  under 
agreement  with  the  Kekaha  Sugar  Company,  a  copartner¬ 
ship,  owning  and  operating  a  sugar  mill  in  said  ^District, 
having  agreed  with  said  Kekaha  Sugar  Company  *pid  oth¬ 
ers  to  form  with  them  a  joint  stock  company  under  the  laws 
of  the  Hawaiian  Islands  to  take  over  from  me  ^nd  the 
other  parties  aforesaid  the  sugar  planting  and  manufactur¬ 
ing  enterprises  and  industries  conducted  by  mysielf  and 
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them  in  said  District,  such  joint  stock  company  paying 
therefor  in  shares  of  its  capital  stock  in  order  to  effectuate 
the  agreement  and  arrangement  aforesaid,  and  in  consider¬ 
ation  of  Sixteen  Hundred  Shares  of  the  capital  stock  of  the 
Kekaha  Sugar  Company,  Limited,  a  corporation  organized 
under  the  laws  of  the  Hawaiian  Island,  in  pursuance  of  and 
for  the  purpose  aforesaid,  the  receipt  and  delivery  of  which 
shares  is  hereby  acknowledged,  do  hereby  give,  grant,  sell, 
assign,  transfer  and  deliver  unto  the  said  Kekaha  Sugar 
Company,  Limited,  all  and  singular  the  property,  assets 
and  rights  owned  by  me  and  forming  a  part  of  my  said 
sugar  planting  business  aforesaid,  including  all  contracts 
and  agreements  in  connection  with  mv  said  business  be- 
tween  myself  and  third  parties  whereby  rights,  priv- 
274  ileges  or  property  are  conferred  or  obligations  in¬ 
curred.  including  the  following  property  situate  in 
said  District  of  Waimea : 


including  the  following  property  situate  in  said  District  of 
Waimea : 

All  Laborers’  houses,  private  dwellings  and  out  build¬ 
ings,  and  all  other  buildings,  wind-mills,  tanks,  stables, 
horses,  mules  andi  cattle,  carts,  harnesses,  plantation  im¬ 
plements  and  tools,  steam  plows,  well  poring  apparatus, 
with  engine,  tools  and  other  apparatus,  also  the  pumping 
plant  and  machinery,  artesian  wells,  coal,  all  growing  crops 
of  cane,  both  plant  and  rattoon,  fertilizers,  and  other  ma¬ 
terials,  supplies  and  provisions,  and  all  pipes  and  pipe¬ 
lines,  reservoirs  and  ditches,  used  in  connection  with  or 
forming  any  part  of  my  said  sugar  planting  business  afore¬ 
said.  This  conveyance  also  including  all  leaseholds,  con¬ 
tracts,  interests  and  rights  held  by  me  under  agreement 
with  V.  Kundsen  of  said  District  of  Waimea. 

To  have  and  to  hold  all  and  singular  the  property  and 
rights  aforesaid  unto  the  said  Kekaha  Sugar  Company, 
Ltd.,  its  successors  and  assigns  forever,  excepting  as  to  all 
leaseholds  and  all  contracts  and  agreements  for  limited 
periods  of  time  and  as  to  such  for  the  unexpired  terms 
thereof  and  subject  to  the  performance  by  said  corporation 
of  all  and  singular  the  covenants,  agreements  and 
275  undertakings  therein  contained  and  on  my  part  to 
be  kept  and  performed. 


ROBERT  H.  LUCAS,  COMMISSIONER,  ETC. 
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Iii  witness  whereof  I,  the  said  H.  P.  Faye,  have  hereunto 
set  mv  hand  and  seal  this  16th  dav  of  July  A.  D.  1898. 


( Sgd. ) 


H.  P.FAYE. 


I,  Annie  S.  Knudsen,  of  the  District  of  Waimea,|  Kauai, 
the  present  owner  and  holder  of  the  lease  from  tlije  Com¬ 
missioner  of  Crown  Lands  to  V.  Knudsen,  dated  the  [1st  day 
of  June,  1890  of  the  following  Ahupuaas  at  Waime^  afore¬ 


said,  to  wit:  Kekalia,  Pokii,  Waiawa,  Mokihana, 


Milolii, 


Xuololo  and  Mana,  do  hereby  insofar  as  the  above  ponvey- 
anee  operates  to  assign  interest  under  said  lease  in  the 
premises  thereby  demised  or  any  part  thereof  or  any  right 
thereunder,  consent  to  such  assignment  without  prejudice 
however  to  anv  right  of  interest  that  I  mav  have  in  or  to 
anv  of  the  propcrtv  covered  bv  the  above  conVevance 
whether  under  the  provisions  of  said  lease  against!  the  re¬ 
moval  of  improvements  or  otherwise.  | 

Dated  July  20th  A.  D.  1898.  ! 

(Signed)  ANNIE  S.  KNUDSEN. 

276  Hawaiian  Islands, 

Island  of  Kauai ,  ss: 

On  this  20th  day  of  July  A.  D.  1898  personally  appeared 
before  me  Annie  S.  Knudsen  known  to  me  to  be  tliei  person 
described  in,  and  who  executed  the  foregoing  instrument 
who  duly  acknowledged  to  me  that  she  executed  the  same 
freely  and  voluntarily,  and  for  the  uses  and  purposes 
therein  set  forth. 

(Signed)  T.  BRANDT, 

[seal. J  Notary  Byblic. 

277  Know  all  men  by  these  presents  that  we,  \\l\  Meier 
and  E.  Kruse,  both  residing  at  Kekalia,  in  the  Island 

of  Kauai,  one  of  the  Hawaiian  Island-,  and  doing  business 
at  the  place  aforesaid  as  sugar  planters  under  the  firm  name 
of  Meier  and  Kruse,  having  agreed  between  ourselves  and 
with  others  to  make  over  all  of  the  planting  interests  in  the 
District  of  Waimea  and  other  property  owned  by  our  said 
copartnership  to  a  joint  stock  company  to  be  known  as  the 
Kekalia  Sugar  Company,  Limited,  and  to  receive  [in  pav- 
ment  for  our  said  property  shares  of  the  capital  itock  of 
said  corporation,  do  hereby,  in  pursuance  of  said  Arrange- 
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ment,  and  to  effectuate  the  same,  and  in  consideration  of 
one  thousand  shares  of  the  capital  stock  of  said  corporation, 
the  Kekaha  Sugar  Company,  Limited,  to  us  transferred 
and  delivered  by  said  corporation,  the  receipt  whereof  is 
hereby  acknowledged,  give,  assign,  transfer,  set  over  and 
deliver  unto  said  corporation  all  and  singular  the  property, 
rights,  and  assets  belonging  to  and  owned  by  our  said  co¬ 
partnership,  including  all  contracts  and  agreements  what¬ 
soever  between  the  said  copartnership  and  third  parties, 
whereby  property,:  rights  or  benefits  are  conferred  upon  us, 
or  whereby  obligations  are  incurred,  and  including  also  all 
of  the  following  described  property  situate  in  the  said  Dis¬ 
trict  of  Waimea,  to-wit: 


forty  five  laborers  houses,  one  office  with  two  luna  rooms 
attached,  three  luna  houses,  house  with  outhouses  oc- 
278  cupied  by  Meier,  together  with  piping,  one  twenty 
five  hundred  gallon  tank  and  windmill  connected 
therewith,  house  with  outhouses  and  piping  and  windmill 
connected  therewith,  occupied  by  E.  Kruse,  engineers  house 
with  out  houses,  piping  and  windmill  connected  therewith, 
one-half  share  in  the  Waimea  warehouse,  and  one-third 
share  in  the  lime-kiln,  one  stable  with  21)  stalls  and  fixtures, 
two  feed  cutters,  two  tanks  containing  1,7)00  and  1,000  gal¬ 
lons  respectively,  thirty  one  mules,  eighteen  horses,  two 
dump  cart  harnesses,  thirty  mule  harnesses  more  or  less, 


halter  and  halter- chains,  twentv  double-trees  and  chains, 

• 

one  mule  cart,  two  dump  carts,  one  wagon,  four  bullock 
carts,  one  leveling  instrument,  one  railroad  hand  car,  lum¬ 
ber,  bridges,  cooking  utensils  and  hardware,  167)  acres  of 
twelve  months  old  plant  cane,  525  acres  ratoon,  85  acres 
plant  cane  new.  This  conveyance  also  including  all  lease¬ 
holds  interests  said  copartners  may  own  under  and  by  vir¬ 
tue  of  agreements  with  V.  Knudsen. 

To  have  and  to  hold  all  and  singular  the  property  set 
forth  unto  the  said  corporation,  the  Kekaha  Sugar  Com¬ 
pany,  Limited,  its  successors  and  assigns,  forever,  excepting 
as  to  leaseholds  and  other  agreements  for  limited  periods  of 
time,  and  as  to  the  same  for  the  rest  and  residue  of 


279  the  respective  terms  thereof,  and  subject  to  the  per¬ 
formance  by  the  corporation  aforesaid  of  all  and  sin¬ 
gular  the  covenants,  agreements  and  undertakings  therein 
contained  and  by  us  to  be  kept  and  performed. 


ROBERT  H.  LUCAS,  COMMISSIONER,  ETC. 
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Tn  witness  whereof  we  have  hereunto  set  out  lianas  and 
seals  this  16th  day  of  July  A.  D.  1898.  j 

(Signed)  '  F.  W.  METER. 

(Signed)  E.  KRUSEp. 

I 

Hawaiian  Islands, 

Island  of  Kauai ,  ss: 

i 

On  this  16th  day  of  July,  1898  personally  appeared  [before 
me  \V.  Meier  and  E.  Kruse,  known  to  me  to  be  the  pjersons 
described  in,  and  who  executed  the  foregoing  instrument, 
who  duly  acknowledged  to  me  that  they  executed  the  same 
freely  and  voluntarily  and  for  the  uses  and  purposes  therein 
set  forth.  | 

(Signed)  T.  BRANDT,] 

[seal.]  Notary  Pifblic. 


I,  Annie  S.  Knudsen  the  present  holder  and  (owner 
280  of  the  lease  from  the  Commissioners  of  Crown  Lands 
to  V.  Knudsen  dated  June  1st,  A.  D.  1890  to  the  fol¬ 
lowing  Ahupuaas  in  the  District  of  AVaimea,  Kauai,  jto-wit, 
Pokii,  AYaiawa,  Mokihana,  Milolii,  Xuololo  and  Mapa,  do 
hereby  insofar  as  the  above  conveyance  operates  to  ajssigns 
any  interest  under  said  lease  in  the  premises  thereby  de¬ 
mised  or  any  part  thereof  or  any  right  thereunder,  ebnsent 
to  such  assignment  without  prejudice  however  to  any  right 
or  interest  that  I  may  have  in  and  to  any  of  the  property 
covered  by  the  above  conveyance  whether  under  the  pro¬ 
visions  of  said  lease  against  the  removal  of  improvements 
or  otherwise. 

Dated  Julv  20th,  A.  D.  1898. 

(Signed)  ANNIE  S.  KNUDSEN. 

Ha  w a  i  t a  x  Islands, 

Island  of  Kauai ,  ss:  j 

On  this  20th  day  of  July,  A.  D.  1898  personally  appeared 
before  me  Annie  S.  Knudsen  known  to  me  to  be  the  person 
described  in,  and  who  executed  the  foregoing  instrument, 
who  duly  acknowledged  to  me  that  she  executed  thef  same 
freely  and  voluntarily,  and  for  the  uses  and  purposes  there¬ 
in  set  forth.  j 

(Signed)  T.  BRANDT, 

[seal]  Notary  Public. 
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281  Schedule  “A”. 

Yokes  and  chains. 

25  bullocks. 

Coal  shed  and  fertilizer  house. 

10  tons  fertilizer. 

Office  furniture. 

2  safes. 

3  lamps  and  medicines. 

Blacksmith  shops  and  utensils. 

Carpenter  shop. 

1  water  car  with  iron  tank. 

1  water  car  with  wooden  tank. 

1  stable  case  medicines,  tools  and  implements. 

7  furrough  plows. 

5  14-inch  plows. 

4  small  plows. 

4  harrows. 

2  iron  harrows. 

One-half  dozen  wheelbarrows. 

20  dozen  hose  and  handles  more  or  less. 

12  dozen  shovels. 

Picks  00 \s,  axes,  etc. 

200  iron  shutters  more  or  less. 

10  dozen  cane  knives  more  or  less. 

Asphaltum,  tars,  and  other  supplies. 

Bound  and  flat  iron  on  hand. 

Blocks  and  axles  and  other  hardware. 

3  tarp?wlin/7s. 

4  wire  ropes. 

Lumber  on  hand. 

1  set  steam  plow  with  plow  harrow,  cultivator  and  ap¬ 
purtenances. 

2  pumping  plants  complete  with  boiler  and  5  artesian 
wells  each. 

1  pumping  plant  complete  with  boiler. 

3  labor  houses  at  pump. 

1  centrifugal  pump  with  one  Westinghouse  engine  and 
one  upright  boiler  and  feed  pump,  etc. 

1  5-inch  centrifugal  pump,  pump  utensils,  engineer  tools, 
lathe,  stock  and  die,  pipe  cutter,  etc. 

Iron  water  pipes  about  2,000  feet  and  valves. 
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Iron  flumes  and  trestles  about  3  miles. 

Wooden  flumes,  pipes,  etc. 

Fences,  7  miles.  j 

1  reservoir. 

250  tons  of  coal. 

Cylinder  and  machine  oil  and  other  oils. 

•/ 

2  level  instruments. 

1  spring  wagon.  j 

Know  all  men  by  these  presents  that  we,  Paul!  Isen- 

282  berg,  of  Bremen,  in  the  Empire  of  Germany)  Carl 
Isenberg,  of  Holzminden,  in  the  Empire  of  Gerinany, 

Otto  Isenberg  and  F.  W.  Glade,  of  Kekaha,  in  the  Island 
of  Kauai,  one  of  the  Hawaiian  Islands,  George  X.  A^ilcox 
and  S.  W.  Wilcox,  of  Iiliue,  of  said  Island  of  Kauai,  and 
A.  S.  Wilcox,  of  Hanamaulu,  in  said  Island  of  Kauai,  jdoing 
business  as  sugar  factors  in  the  District  of  Waimea,  on 
said  Island  of  Kauai,  under  the  firm  name  of  The  Kekaha 
Sugar  Company,  having  agreed  between  ourselves  and  with 
certain  others  cultivating  cane  in  said  District  of  Waimea 

®  -I 

in  connection  with  our  sugar  mill,  to  form  a  joint  ] stock 
company  to  take  over  from  us  and  the  other  parties  Afore¬ 
said  the  enterprise  and  business  aforesaid,  and  paying 

therefor  in  shares  of  the  capital 
T.  Brandt,  Notary  stock  of  the  said  corporation, 
Public.  B.  W.  T.  Purvis,  [do  hereby]*  in  order  to  effectuate 
Notary  Public.  the  agreement  and  arrangement 

aforesaid,  and  in  consideration  of 
thirty-four  hundred  shares  of  the  capital  stock  of  the  Kekaha 
Sugar  Company,  Limited,  a  corporation  organized  ijmder 
the  Laws  of  the  Hawaiian  Island,  in  pursuance  of  th|e  ar¬ 
rangement  aforesaid,  the  receipt  and  delivery  of  which 
shares  is  hereby  acknowledged,  do  hereby  give,  grant)  sell, 
assign,  transfer  and  deliver  unto  the  said  Kekaha  Sugar 
Company,  Limited,  all  and  singular  the  property,  assets 
and  rights  now  owned  by  and  belonging  to  our  said  copart¬ 
nership,  the  Kekaha  Sugar  Company,  including  all  contracts 
and  agreements  between  said  copartnership  and  third  parties 
whereby  rights,  privileges  and  property  are  con- 

283  ferred  and  obligations  incurred,  and  also  the  follow¬ 
ing  property  in  said  District  of  Waimea: 

One  sugar  mill  building,  one  blacksmith  shop,  one)  ma¬ 
chine  shop;  one  locomotive  house,  two  coal  houses,  Ifhree 


[♦Words  in  brackets  erased  in  copy.] 
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dwelling  houses,  one  boarding  house,  thirty  laborers’  houses, 
one  warehouse,  one  three-roller  mill,  one  two-roller  mill,  one 
crusher,  eight  boilers,  six  engines,  ten  pumps,  three  vacuum 
pans,  live  evaporators,  ten  clarifiers,  twelve  centrifugal 
machines,  seven  settling  tanks,  eight  pumps,  thirty-two 
coolers,  fourteen  cisterns,  ten  water  and  molasses  tanks, 
three  locomotives,  two  hundred  and  thirty  railroad  cars, 
fifteen  miles  of  railroad  track,  one  and  three-quarters  mile 
of  portable  track,  six  windmills,  one  iron  safe,  office  furni¬ 
ture,  boarding  house  utensils,  shovels,  hoes,  pick  axes,  ma¬ 
chinists  and  blacksmiths  tools,  one  brown  horse,  one  buck¬ 
skin  horse,  one  black  horse,  one  sorrel  horse,  one  mouse 
colored  horse.  This  conveyance  also  including  the  leasehold 
interests  and  rights  held  bv  us  under  V.  Ivnudsen  of  said 
District  of  Waimea. 

To  have  and  to  hold  all  and  singular  the  property  and 
rights  aforesaid  unto  the  said  corporation,  the  Kekalia 
Sugar  Company,  Limited,  its  successors  and  assigns,  for¬ 
ever  excepting  as  to  all  leaseholds  and  all  contracts  and 
agreements  for  limited  periods  of  time,  and  as  to  the  same 
for  the  rest  and  residue  of  the  unexpired  terms  thereof,  and 
subject  to  the  performance  by  said  corporation  of 
284  all  and  singular  the  covenants,  agreements  and  un¬ 
dertakings  therein  contained  and  on  the  part  of  us 
and  our  said  co-partnership  to  be  kept  and  performed. 

In  witness  whereof  the  said  Kekalia  Sugar  Company  and 
the  individual  members  of  said  firm,  have  hereunto  sot  our 
hands  and  seals  this  16th  day  of  July  A.  D.  1898. 

(Signed)  *  PAUL  ISENBERG. 

By  His  Attorney-in-fact,  J.  F.  HACKFELD. 
(Signed)  I  ‘  CARL  ISENBERG, 

By  His  Attorney-in-fact,  J.  F.  HACKFELD. 
(Signed)  GEO.  N.  WILCOX, 

By  His  Attorney-in-fact,  J.  F.  HACKFELD. 
(Signed)  !  ‘  OTTO  ISENBERG, 

(Signed)  F.  W.  GLADE. 

(Signed)  A.  S.  WILCOX. 

(Signed)  :  S.  W.  WILCOX, 

By  His  Attorney-in-fact,  J.  F.  HACKFELD. 
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I,  Annie  S.  Knudsen,  the  present  holder  and  owneif  of  the 
lease  from  the  Commissioners  of  Crown  Lands  to  V.j  Knud¬ 
sen  dated  June  first  A.  D.  1890  of  the  following  Ahjipuaas 
in  the  District  of  AVaimea,  Kauai,  to  wit,  Kekaha,j  Pokii, 
AVaiawa,  Mokihana,  Milolii,  Nuololo  and  Mana,  do  jhcrebv 
in  so  far  as  the  above  conveyance  operates  to  assign  any 
interest  under  said  lease  in  the  premises  thereby  demised 
or  any  part  thereof  or  any  right  thereunder,  consent  to 
such  assignment  without  prejudice  however  to  any  right  or 
interest  that  I  may  have  in  and  to  any  of  thc|  prop- 

285  ertv  covered  bv  the  above  convevance  whether!  under 
»  •  « 

the  provisions  of  said  lease  against  the  removal  of 
improvements  or  otherwise. 

Dated  July  20th,  A.  D.  1898. 


(Signed) 


ANNIE  S.  KNUDSEN. 


Hawaiian  Islands, 

Island  of  Kauai,  ss: 

On  this  20th  day  of  July  A.  D.  1898  personally  appeared 
before  me  Annie  S.  Knudsen  known  to  me  to  be  the  person 
described  in,  [and  who  executed  the  foregoing  instrument 
who  duly  acknowledged  to  me  that  he]*  and  who  executed 
the  same  freely  and  voluntarily,  and  for  the  uses  and  pur¬ 
poses  therein  set  forth. 

(Signed)  T.  BRANDT,! 

Notary  Puplic. 

286  On  page  1,  Line  14  (page  10  line  15),  the  words 
“do  herebv”  were  erased  before  signing. 

(Signed)  ’  T.  BRANDT,  ! 

[seal.]  Notary  Public. 

Hawaiian  Islands, 

Island  of  Kauai ,  ss: 

On  this  16th  day  of  July  A.  D.  1898  personally  appeared 
before  me  Otto  Isenberg  and  F.  W.  Glade  known  to  m^  to  be 
the  persons  described  in,  and  who  executed  the  foregoing 


[•Words  enclosed  in  brackets  erased  in  copy.] 
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instrument  who  dulv  acknowledged  to  me  that  he  executed 
the  same  freely  and  voluntarily,  and  for  the  uses  and  pur¬ 
poses  therein  set  forth. 

(Signed)  1  T.  BRANDT, 

Notary  Public. 

Hawaiian  Islands, 

Island  of  Kauai ,  ss: 

On  this  18th  day  of  July  A.  D.  1898  personally  appeared 
before  me  A.  S.  Wilcox  known  to  me  to  be  the  person  de¬ 
scribed  in,  and  who  executed  the  foregoing  instrument  who 
dulv  acknowledged  to  me  that  he  executed  the  same  freclv 
and  voluntarily,  and  f6r  the  uses  and  purposes  therein  set 

forth.  And  I  lierebv  further  certifv  that  the  words  “do 

*  % 

hereby”  on  Line  14  Page  1  (line  15  page  10)  were  erased 
before  the  signing  of  the  said  A.  S.  Wilcox. 

(Signed)  “  R.  W.  T.  PURVIS, 

[seal.]  Notary  Public. 


287  Hawaiian  Islands, 

Island  of  Oahu ,  ss: 

On  this  25th  day  of  July  A.  D.  1898,  personally  appeared 
before  me  J.  F.  Hackfeld,  Attorney-in-fact  for  Paul  Isen- 
berg,  Carl  l  sen  berg,  Geo.  N.  Wilcox  and  S.  W.  Wilcox, 
known  to  me  to  be  the  persons  described  in  and  who  exe¬ 
cuted  the  foregoing  instrument,  who  duly  acknowledged  to 
me  that  he  executed  the  same  freely  and  voluntarily*  and 
for  the  uses  and  purposes  therein  set  forth  and  as  and  for 
the  free  act  and  deed  of  each  of  said  Paul  Tsenberg,  Carl 
Isenberg,  Geo.  X.  Wilcox  and  S.  W.  Wilcox. 

(Signed)  1  N.  FERNANDEZ, 

[seal.]  Notary  Public ,  First  Judicial  Circuit. 


288  Hawaiian  Islands, 

Honolulu,  Oahu,  ss: 

Department  of  the  Interior. 

I  do  lierebv  certify  that  the  annexed  documents  are  true 
and  correct  copies  of  the  documents  filed  on  August  3rd, 
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1898,  at  10:30  o’clock  A.  M.,  and  of  record  in  this  jDepart- 
ment,  viz : 

1.  Articles  of  Association  between  H.  P.  Faye,  Ot|;o  Isen- 
berg,  F.  W.  Glade,  W.  Meier,  E.  Kruse,  Carl  Isenbeifg,  Paul 
I  senberg,  J.  F.  Hackfeld,  George  N.  Wilcox,  S.  W.  Wilcox 
and  A.  S.  Wilcox  for  incorporation  under  the  Law:j>  of  the 
Hawaiian  Islands  under  the  name  of  “Kekaha  Sugar  Com¬ 
pany,  Limited”; 

2.  Affidavit  of  Vice-President,  Secretary,  and  treasurer, 
with 

(a)  Schedule  Marked  4 4 A,”  List  of  Property  intended 
to  represent  the  Capital  Stock; 

(/>)  Copy  of  Deed,  H.  P.  Faye  to  the  Corporation ; 

(c)  Copy  of  Deed,  Meier  &  Kruse  to  the  Corporation, 
with  Schedule  Marked  4 4 A”; 

(<7)  Copy  of  Deed,  Kekaha  Sugar  Company  to  tjie  Cor¬ 
poration, 

The  said  documents  constituting  the  evidence  of  the  in¬ 
corporation  of  the  Kekaha  Sugar  Company  Limited  filed 
for  record  under  the  laws  of  the  Hawaiian  Islands  Chapter 
XL  I  IT  of  the  laws  of  1890  being  an  Act  entitled  4  4  An  act  to 
amend  Chapter  XXXI  of  the  Civil  Code  in  regard  to 
289  Corporations”  and  Act  39  of  the  laws  of  1896  en¬ 
titled  4  4  An  Act  Amending  Chapter  XLIII  of  the  Ses¬ 
sion  Laws  of  1890  entitled  4  4  An  Act  to  amend  Chapter 
XXXI  of  the  Civil  Code  in  regard  to  Corporations.  ” 

[Seal  Interior  Department.] 

(Signed)  J.  A.  HASSINGERi 

Chief  Clerk  Interior  Department. 

Interior  Department,  August  24,  1898. 
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KEKAHA  SUGAR  COMPANY,  LIMITED,  VS. 


290  (Indorsed  on  cover:)  Ip.  the  matter  ot*  the  incor¬ 
poration  of  the  Kekaha  Sugar  Company,  Ltd.  Ar¬ 
ticles  of  incorporation. 


(Here  follow  statements,  marked  pages  291-303,  inc.) 


304  Linden  Exhibit  No.  1. 

« 

Treasury  Department,  Washington. 

Office  of  Commissioner  of  Internal  Revenue. 

Address  reply  to  Commissioner  of  Internal  Revenue  and 
refer  to  IT  :CR  :D  :EFN. 

Referred  to  C.  R.  L.  Received  Oct.  27,  1920.  Answered 
by - .  Date: - , - .) 

October  10,  1920. 


Hawaiian  Sugar  Company, 

c/o  Alexander  &  Baldwin,  Ltd., 

Honolulu,  Hawaii. 

Sirs  : 

Reference  is  made  to  vour  cablegram  dated  October  5, 
1920,  wherein  you  state  that  your  representative  will  be 
unable  to  attend  conference  arranged  for  October  15,  1920, 
in  connection  with  vour  tax  liabilitv  for  the  vear  1920,  and 
that  at  a  conference  held  in  the  office  of  Internal  Revenue 
Agent  in  Charge  on  iJulv  30,  1920,  all  of  vour  contentions 
with  the  exception  of  leasehold  valuation  had  been  con¬ 
ceded. 

In  reply  you  are  advised  that  the  report  received  by  this 
office  from  the  Revenue  Agent  in  Charge  upon  your  protest 
dated  July  16,  1920,  did  not  contain  admission  of  the  cor¬ 
rectness  of  vour  contentions.  After  a  very  careful  con- 
sideration  of  the  Revenue  Agent’s  report  dated  July  30, 
1926,  together  with  all  the  other  data  on  file  in  the  Bureau, 
this  office  cannot  concede  the  following  items  covered  by 
your  protest: 


M/ 


LQgRSI  #13 


VALUE  AND  AMORTIZATION  C LA IKED 


j 


KEKAHA  SUGAR  COMPANY.  LIMITED 
A^ib RTI ZATION ' 5?  LSASSHOLdI 


Value  of  Leasehold  at  date  of  Incorporation 


i,poo,ooo< 


Amortization 

from  9/1  to  12/31, 

1898 

Amortization  for 

the 

year 

1899 

56,934*31 

0 

« 

8 

0 

1900 

56,934.31 

« 

0 

u 

1901 

56,934*31 

0 

K 

H 

8 

1902 

53,934.31 

a 

0 

0 

* 

1903 

56,934.31 

a 

0 

8 

* 

1904 

56,934.31 

0 

0 

0 

0 

1905 

56,934.31 

0 

0 

ff 

•1 

1306 

53,934.31 

• 

0 

« 

V 

1907 

56,934.31 

V 

(1 

A 

6 

1908 

56,934.31 

* 

0 

* 

0 

1909 

56,934.31 

• 

N 

8 

.e 

1910 

56,934.31 

• 

N 

0 

0 

1911 

56,934.31 

8 

tt 

0 

1312 

56,934.31 

To 

Kar 

*  If 

1913 

9,489.05 

Prom  3/1  to  Dec* 

31, 

1913 

47,445.26 

Amortization 

for 

the 

year 

1914 

56,934.31 

a 

0 

0 

n 

1915 

56,934.31 

w 

t* 

tt 

It 

1916 

56,934.31 

• 

K 

a 

* 

1917 

56,934.31 

n 

8 

n 

1918 

56,834.31 

« 

M 

n 

n 

1919 

56,934.31 

s 

n 

0 

1920 

56,934.31 

“ 

to  June 

1 

1921 

23,722.59 

Balance 

l,2TS,27?.4i 

1,219,343*10 

1,162,408*79 

1,105,474*48 

1,048,540*17 

991,605*88 

934,871.55 

877,737*24 

830,802*93 

763,868.62 

706,934*31 

650,000*60 

593,065*69 

536,131.38 

479,197*67 

469,708.02 

422,262.76 

365,328*45 

308,394*14 

251,459*83 

194,525*52 

137,591.21 

80,656*90 

23,722*59 

0 


LOWHET  #  14 


mAHi  eoQAB 


Bata  For  Computing  March  1.  191^  -  VALUE  OF  LEASEHOLD* 


1M- 

1329 

1910 

1911- 

1912 

Income  par  Books 

$  178,286.09 

♦  264,653.63 

♦  399,973.72 

♦  659,710.23 

$ 

677,253.69 

Adds 

Clearing  and  Reclamation 

4.202.71 

7.316.56 

8.791.56 

5.656.90 

3.685,51 

182,491.60 

251.967.99 

408,765.26 

465,366.63 

680,939.00 

• 

Deducts 

Bonus  Adjustment 

Additional  Depreciation  &  Amortisation 
Dividends 

42,618.90 
ft  .00 

28,661.73 

85.00 

2,780.43 

25,063.60 

85.00 

1,904.00 

20,821.00 

59 .50 

,  3.965.97 
66,886.53 
2.6(X!i00. 

♦  l}9,7«7.70 

$  223,221.26 

$  380,036.15 

$  442,501.25 

1 

427,688.50 

Average  Income  over  a  period  of  5  years 

JL 

32?,662,9S„.. 

Deodafeer  31, 

m. 

1908 

13& 

1910 

m 

1912 

Machinery  &  Equipment 

Addl  Kaumalowa  Ditch 

Clearing 

$691,692.32 

36,929.05 

26.071.34 

♦  732,536.69 
36.920.05 

61.385.(6 

$  711,405*00 

3^,920.05 
50.721.40 

$  601,653*44 

$  652,175 *00 
34,920.05 
58.M.05 

$ 

643,543.56 

36,920.05 

61.778.05 

Total 

Leas  Depreciation 

Hot  Value  of  Improvement  s 

Growing  Crop 

Supplies,  eto. 

752,6«3.n 

106.511.17 

808,862.(0 

63.892.27 

797.066.53 

35.230.54 

771,181.17 

9.366.86 

765,650.10 
11. 656.96 

760,261.66 
58.339.67 _ 

859,196.88 

327,386.1(6 

15,822.89 

8,445.96 

8^,277.07 
696,073.71 
?,  152.03 

700,548.03 

457,476.00 

8,592.00 

733,995-16 

676,655.62 

6,316.04 

601,902.19 

516,141.02 

12,002.15 

Total 

$1,202,602.23 

♦1,296,635.39 

♦1,335,502.81 

♦1,266,617.79 

$1,216,766.82 

♦1,210,065.36 

Average  Asset  s  employed  la  the  Business 


$1,250,661.73 


latest  #15 


mm  esmsL 

XAMT1C8  TOT)  TITO  WMB  f^SKOOBHI  TO  1911.  8XCIB3ITC  OF  BBETOTION  FOR  XBASE. 

.  23ii-  _X9i5  1916  i2il 


Income  Determined  hy  Bureau  after  allowance 


Amortisation  fer  leasehold 

Adds  lease  Amortisation 

♦  112,953.55 
56,934.31 

$ 

596,453.69 

56,934.31 

$532,044.16 

56,934.31 

$  7*6,567.65 
56,934.31 

<  1,011,334.36 
56,934.31 

total 

lass  Interest  on  Sinking  Tund 

Dividends  reeeived 

169,887.86 

3,845.33 

5.595.00 

453,388.00 
18,315.82 
-  10.098.00 

588,978*4? 

37|280*0o 

2.796.50 

843,501.96 

75.fo4.85 

0 

1,068,268.67 

58,288.58 

. . .  102.00 

Bet  Income  from  Plaatat  ion 

#  l60.4fo.53 

$ 

414,974.18 

$  548,901.91 

$  768,047.11 

• 

$  1,009,878.09 

Average  for  fire  years 


&  S8Q.450.36 


Capital  Employed 

Machinery  A  Equipment 
AddlXaumaleva  Bit  oh 


fetal 

Xetfl  Depreciation 

Set  Taint  of  ImproveBmnts 
droving  Crops 
Suppliee 

total 

Deduct  Bonus  AdjuetmexA 


lhowtcr  31 


1912 

1911 

1915 

jafi- 

12iZ_ 

$  641,543.56 
54,920.05 

...  fa .778.05 _ 

♦  7*3.333-90 

34.920.05 

66t7H6.68 

$  768,833.90 
34,920.05 
_ 7X.W4.05 

$  764,375.00 
34,920.05 

_ 75,135,97 _ 

$  746,975.00 
34,920.05 

79.184.91 

$  718,641.04 

34,920.03 

84.641.91 

7*0,241.66  M3, 010.61  *75t3**7.9&  875, 031.02  861,079*96  838,203.00 

58.*W«4T _ 115,172.14 _ 20q.fo6.Qg  281.655.l6 _ 158.804.75 _ 433.,fr62,.fa, 


*6*1,902.19  749,818.49  665,851.90^  593,375**6  502,275.21  404,  540.37 ' 

5l6.l4l.oe  947^445^5^  501,415^0-^.  567,283.80  <\  706,286.71  698,323.97*^ 

12.002.15 _ 8.109,27  _  15.846.07  .  11.078.64 _ 21.806.05 _ g.^LLtZS - 


1,210,045.36 

$  1,305,391.31 
4.005.69 

$  1,181,113.47 
1.045.21 

•*.VIU«VT 

$  1,171,738.30 

1.916.12 

v-  J.uvw  •  W  V 

$  1,232,367.97 

62.512.22 

$  $,140,082.13 

ffi.465.50_ _ 

$  1,301,385.62 

$  1,178,068.26 

*  1,157,821.98 

$  1,16$, £55.75 

$  1,114,616.63 

*  1.188.612.27 


Average  Assets  employed  in  the  Business 


•wk-  »* 


LOffRSY  ^#16 


MEMO  OF  SALES . OF  KEKAEA  SUGAR  COMPANY.  LIMITED. 
STOCK.  AS  'SHOWN  ON  RECORDS  OF  HONOLULU  STOCK 
AMD  BOND  EXCHANGE  FOR  PERIOD  JANUARY  I  .  1312. 

TC  pa'fawBSR  git  19137 


DATE 

MO.  SHARES 

PRICE 

1912 

Te b.  23 

5 

295.00 

f»  * 

50 

300.00 

Ms.  r  .  25 

25 

275.00 

Apr*  18 

15 

300.00 

June  22 

66 

300.00 

Sept,  28 

60 

320.00 

3ep  fc  •  oO 

100 

320.00 

Oct.  3 

40 

315.00 

Oct.  5 

5 

315. CO 

On  November 

1,  1912,  capital  increased  by 

$700,000  rto 
$1,500,000. 

ck  dividend,  to  a  tctsl  cT 

Nov.  14 

60 

157,50 

■  27 

18 

155.00 

Dec.  31 

5 

150.00 

1913 

Mar.  8 

10 

150.00 

*  12 

5 

150.00. 

July  25 

25 

2o.DC 

Oct.  29 

i',  • 

• 

90.00 

LQgRSY  #18 


KSKAHA  SUGAR  COMPANY.  LIMITED. 

BCffSDOLE  OF  DIY1DSKP8  PAID  BY  YEARS  PROM  DATE  OF 
INCORPORATION  rfQ  DECEMBER  31.  19217  T 


1999 

30,000 

1900 

150,000 

1901 

210,000 

1902 

150,000 

1903 

60,000 

1904 

30,000 

1905 

120,030 

1908 

40,000 

1909 

150,000 

1910 

240,000 

1911 

350,000 

1912 

400,000 

1912  Stock 

700,000 

1913 

135,000 

1914 

180,000 

1915 

360,000 

1916 

560,000 

1917 

540,000 

1918 

435,000 

1919 

360,000 

1920 

735,000 

1921 

900,000 

LON RET  §  17 

$240,000.00  Honolulu,  Hara.il,  December  4th  1918 

RECEIVED  OF  AMERICAN  FACTORS,  LIMITED 

TOO  HUNDRED  AID  FORT!  THOUSAND - DOLLARS 

being  the  consideration  for  the  assignment  by  Augustas  f* 

Knud sen  and  Erio  A.  Knud sen  to  Kekaha  Sugar  Co*,  Ltd.,  of  the 
balance  and  full  remainder  of  the  term  of  Government  Lease 
So.  164,  dated  June  1,  1890. 


Bishop  Trust  Co.  Ltd  S 

(Sgd)  by  E.  W.  Sutton 

Vice  Pr^s 


Ledger " Account 
KSKAHA  SUGAR  COMPANY,  LTD. 


Respondent  *b  *1* 


E3KAHA  SUGAR  COMPANY.,  LIMITED. 
COPT  OF  FI33T  JOURNAL  ERTRT. 
JULY  let.  1698 


SUNDRIES 

1  To  Cfc-Pital  Stock  a/c 

6  Machinery  a/c  i  172,000.00 

1  T&rec  Roiie?  Mill,  1  Tire  Roller  Mill, 

1  Krajevsky  Crusher,  3  Mill  Engines, 

8  3eilerc,  2  Lise  Kilns,  8  Winds! 11c, 

3  Vacuum  Pans,  5  Evaporators, 

15  Centrifugal  Machines,  puape  SL  engines, 

3  Mixers,  6  filter presses,  10  Clarifiers, 

65  Iren  Tanks  and  Coolers,  18  Cisterns, 

12  R.f.  Tanks,  36  Molasses  Oars, 

1  Dynano,  3  Telephones  &  7  Miles  Wire, 

10  Building  a/o 

fill 1 b ui id i ngs,  1  Machine  Shop, 

1  Blacks,  shop,  1  Locomotive  House, 

1  Boarding  house,  1  Office  Building, 


f  581,100.00 


60,500.00 


1  Warehouse  in  fftimea.  7  Dwelling  houses# 
nrv<  laborers*  houses.  Stables 


16 


20 


24 


26 

28 


34 


Overseer 
til  road 


and 

a/o 


milts  Railroad  4  Side  tracks, 

2-1/4  ssiles  Portable  Track  4  Railroad 
Material  on  hand 
S&liV&JfiQSjUlZSL,  1 

3  Locomotives,  4  Handcar a,  230  Cane  oars* 
11  Sugar  cars,  RR  ears  and  Locoaotive 
material  on  hand  * 

Irrigation  Pump b  a/o 
o  Pumps,'  wells*  flumes  &  Ditches, 

2  Reservoirs 

f -tent-plow  a/o 

nets  Steamplovs  and  spares 
Tools  and  Implements  a/c 
Slack smiths  and  Machine  tools,  fihovels* 
Eoes,  Cane knives,  etc.,  Plows*  Wagons* 
Carts  4  E^raesses 
Live  Stock  a/o 

40  hor&es,  mares  4  colts,  2  small  mules, 

2  donkeys,  48  mules,  55  working  oxen 


37,000.00 

34,000.00 

91,400.00 

34,500.00 

8,100.00 

10,500.00 


36 

i 

40 

42 

I 

i 

! 

44 


Furniture  a/c 
Office  Furolt ure 


rfiee  furniture  &  Safes*  Bed r cob 
Fttrniture*  Boarding  bouse  at on nils 

-sZs. 


Im 

Fenc 


ence?  in  lefcoha  and-Sana 


Oro;*!^  Prop  of  a>o«  »/o 
1125  acres  Plantcane  4  Ra 


acres  Plantcane 
788  "  »  " 

IgUgorlng  RI.t  b/q 
1  well boring  Outfit, 


toons  in  Sana 
*  •  Kelaba 


Toole  and  Pipes 


M? 

000.00 

5*500.00 

134,500.00 

2*500.00 


SEX AHA  SUGAR  COMFAKT,  LIKITXD, 
CCPT  CF  FIRST  JOURNAL  ENTRY, 
July  1st,  1898. 


SUNDRIES, 


i  i 

62 

128 

110 


or  a/c 


To  Capital  8tock  a/o 


$  11*000.00 


f 18,900 ,00 


Passage  Money  paid  for  Contract  Laborers 
Oop.1  a/o  ?*000.00 

620  ton?  Coal  on  Hand  * 

Oil  a/c  900.00 

z>5  »bl3*  Oil  dc  0  a  naan.  Grease  on  hand 


Respondent1 s  "2* 


21  $ 


XSiCAHA.  SUGAR  CCXPASY.  LIMITSD. 
SCRSDULg  OF  ffATSR  Pg?gLQPMEgt 
rRCK  lg§8  to  1908  IflCtUSIVS. 

Pitches  (gaunaleva) 


1899 

1900 

1901 

1902 

Total 


15,867,98 

7,106.40 

6,237*99 

5,707.68 


gsypira  gj&ngaa 


1899 

1900 

1901 

1902 

1303 

1304 

1905 

1906 

1907  Credit 

1908 


Total 


29,823.64 

5,565.50 

5,945.46 

2,958.00 

7.926.95 

6.888.96 
11,211.15 

98.75 
(600.00) 
_ _ 0 


fraigga  Ditcb 
1908 


Reservoirs 

1303 

1904 


Total 


3,033.62 

_se.?y65 


Slectrlc  JFua?  Plant 

1307 

1308 

Total 


3,068.62 

61.419.41 


34,920 .05 

69,818.41 

289,375.15 

3,316.27 

64.488.03 

$461,917.91 


Grand  Total 


ELECTRIC  PUMP, 

7  1909' 

1910 

1911 

1912 


1913 

1314 

191? 


M? 

HSaPOFDKHT'S  3, 


LHA  SUGAR  COMPANY.  LTD. 

>£  OF  HATER  DEYELUPMKNT3, 


tKT:* 

iltione 


11,769.23 

1,875.46 

11,929.27 

7.865.66 


62,843.51 

1,984.10 


Total  33,437.52 


Total! 


Grand  Total 


l  VOIR Si¬ 


te  Additions 


1910 

1912 


1913 

1914 


1915 


3,629.18 

1,156.75 

53.04 


372.05 

541.18 

174.75 


rotall 


Total 


Grand  Total 


4,838.97 


1.CS7.98 

5.926.95 


ditions 


PUMPING  STATIOKSs- 

1§19  Additions 


96,567.77 


4,173.21 


tJHIfSD  STATES  BOARD  07  TAX  APPEALS  J  &  O 


Z2ZARA  SUGAR  C0«PAST,  LIMITED, 

PETITIONER, 

73, 

COMMISSIONER  07  INTERNAL  REVENUE, 

RESPONDENT. 


DOCKET  HUMBER  15  435 
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AASER - 1 
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U7 

XY 


( Index  7olume  I.  ) 


>; 

X 


X 

X 


X 


X 


X 


X 


X 

3 


1$18 


Salvation  A rry 
Japans  ss  Church 
^alsea  Foreign  Church 
Chino  83  Church 


Salvation  Arny  TCar  F 
Kauai  T.M.C.A* 


Passage  &  Board  for  Chinese 
lar  ^crk 
Bed  Cross 
Native  Air,  Assn* 

K&uai  Ath.  Assn. 

Courtland  Guide 


135.00 

75.00 

300.00 

20.00 

100.00 

375-00 

140.00 

3,607.00 
4,6*15.6  0 
100.30 
25.00 
20.00 


KSKASA  SUGAR  COMPANY.  LIMIgBD 


ISIS 

D0K&TI0HS 

1919 

1920 

Crop 

SSSB. 

Crop 

45.00 

45.00 

45.00 

25.OO 

25.OO 

%.00 

100*00 

100.00 

100.00 

6.67 

4,  6  .66 

6.67 

33.33 

33-3^ 

33-33 

125.00 

125.00 

46.67 

125.00 

46.6  7 

46.66 

1,202.33 

1,202.33 

1,202.34 

1,548.54 

1*548.53 

1,548.53 

33.^3 

33.44 

43.% 

8*34 

8*33 

8.33 

6*06 

6.67 

_ 

!  Total  Q^42.90 

1919 

Salvation  Arsy  235 .00 

Japanese  Church  250*00 

^ai3»a  Foreign  Church  6?5  *00 

Chinese  Church  10.00 

Kekaha  Church  25  .00 

Kauai  T.M.C.A.  300*00 

Kauai  T.W.C.A.  100.00 

Japanese  Mama  Assn.  50*00 

Bogota  Welfare  Work  100.00 

Schools  150 .00 

Bntertainseixt  25 .00 

United  Welfare  8y>*00 

ZJSSlOL 

i2§a 

Salvation  Arcy  170*00 

Japanese  Church  120.00 

Waisea  Foreign  Church  600.00 

Chinese  Church  10.00 

Kauai  Y.M.C.A.  400.00 

Kauai  I.W.C.A.  100.00 

Hafeaha  Mana  School  150.00 

Japanese  Asen.  60000 

Paradise  of  Pacific  100.00 

Fntertainssrt  25*00 

united  Welfare  929.00 

1921 

Salvation  Any  245*00 

Japanese  Church  40.00 

r^isea  Foreign  Church  fiOC.OO 

I.  W.  C.  A.  Kauai  100.00 

Chinese  Church  10.00 

Korean  Churches  45*00 

School  (Sunday)  13.10 

Park  1,050.00 

American  Legion  25 .00 

Kutertaisasat,  etc.  172.30 

Waited  Welfare  4^8,75 


Sanaa 


X 

97*24 

97.24 

X 

103.45 

103.45 

X 

279.31 

279.31 

X 

4.14 

4.14 

X 

10.34 

10.34 

X 

124,14 

124.14 

X 

41.38 

41*38 

X 

20.69 

20.69 

X 

41.38 

41.38 

X 

62.07 

62.01 

X 

10.34 

IO.35 

X 

345.52 

345.51 

X 

58.77 

X 

41.49 

X 

207.42 

1 

3.46 

X 

138.28 

X 

3^.57 

X 

51.86 

X 

20.74 

X 

34.57 

X 

8.64 

X 

321.14 

3. 180.97  4.320.93  a».2fr*S0 


3  4>J 

Chaser  &) 


1921 

Crop 


40.52 

43.10 

II6.38 

1.72 

4.32 

51.72 

17.24 

8.62 

17.24 

25.86 

4.31 

143.97 


70.54  : 

49.79  * 

248.97  * 

4.15  : 

165 .98  : 

41.50  : 

62 .24  : 

24.90  : 

41.50  : 

10.37  « 

385.49  : 


40.69 

28.72 

143.61 

2.39 

95  .7* 
23.93 

8$ 

23.93 

5-99 

222.37 


: 

i 

t 


5.12  3 

410.67  3 

9.?S  3 

* 


2.651.76 


637.63 


Wirtz  So*  1 
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CrTOSS 


\rea 

proceeds 

Rents 

1911 

2,190 

15,231 

1,183,482 

35,243.95 

1912 

2,207 

15,144 

1,133,014 

45,773.09 

1913 

2,200 

14,856 

948 ,555 

61,594. 30 

1914 

2.718 

2,464 

13,974 

1,320,179 

63,411.13 

1915 

15,949 

1,390 ,534 

66,503.31 

1916 

2,493 

15,535 

1,805,025 

82,333.53 

1917 

2,552 

19,203 

•>  oi  C 

96,057.72 

1913 

2,889 

13,548 

2,012,553 

103,707.12 

1919 

2,600 

14,670 

2 ,  lot-  ,433 

189,052.23 

1920 

2,644 

13,713 

5,288.886 

234,771.43 

1921 

2,305 

17,196 

1,520,044 

71,008.  S4 

1922 

2,593 

16,503 

1,444,710 

74,443.43 

1923 

2,550 

16 ,015 

2,034,472 

10  4,154.83 

1924  2,622  12,495  2,112,237 

1925  2,335  19,535  1,611,907 


153,209*83 
120 ,417*51 


CO  (/>  iNNH-4tt'>CcHWf4tO 

o>  CO  .Jw  05  CO  to  ro  U>  » •*  M  O  CO 


aogpwntort'o  ihtMfctt  It 


3^3 
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OTWEiwag  swwnn 

(a)  Coujarlaon  of  Hants  Paid  under  tho  Ibnlnn  Lease  for  Crop  Yoarsigil  to  1920, 

both  inclusive,  with  Amts  Ps/able  computed  cn  basis  of  Now  Oorormront  loasoj 

(b)  Comparison  of  Rents  Paid  Qovwnmnt  for  Crop  Years  1921  to  1925,  both  inclusive, 

with  Bento  Payable  confuted  on  basis  of  the  Khndoen  Loose. 


Area 

Tonnage 

Cross 

Proceeds 

Bents 

Paid 

(i)  Bests  Payable  on  Basts  of  flbw 
lease,  disregarding  $103,000 

Annual  Minimum  Rental 

KraAsen 

lease 

1 

19U 

1912 

1913 

1914 

1915 

19  lb 

1917 

1912 

1919 

1920 

2,190 

2,20? 

2,200 

2,718 

2,46  4 

2,493 

2*552 

2,8®9 

2,600 

2,644 

8$ 

33 

MS 

8:58 

1,183,482 

1,189,014 

948,955 
l.*0, 17? 

1,390,564 

1,805,025 

2,219,320 

2,319*558 

2,169,418 

5,288,866 

25,246.99 

46,778.39 

61,594.90 

63,411.13 

66,508.81 

82,638.98 

96,057.72 

108,707.19 

189,062.28 

234,771.48 

88,761.15 

89,170.05 

71,171.62 

99,013.42 

104,292.30 

a&S 

185.721.60 

213.837.60 

777,033.20 

(b)  Bents  Payable  on  Basie  of  Old 
(or  Kxmdsen)  Lease 

Ogvermyorit 

Planting  Agreoifent 

1921 

1922 
1923 

2.335 

2,598 

2,550 

17,196 

16.508 

16,015 

1,520.044 

1,444,710 

2,034,472 

71,008.64 

74,448.49 

104,154.66 

76,352.94 

77,524.01 

109,528.93 

Oovorrmant 

Now  loase 

1924 

1925 

2,622 

2,685 

M,495 

19,535 

2,112,267 

1,611,907 

153,209.88 

120,417.61 

114,512.19 

81,562.72 
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Income  Items. 

I 

(h)  Income  from  company  store  overstated.  .  $'11,223.74 

( r)  Income  from  industrial  and  railroad  bonds 

overstated  .  |  4,545  83 

{(/)  Taxable  interest  on  Liberty  Bonds  over¬ 
stated  .  1,894.80 

(/)  Amortization  of  leasehold  appreciation .  .  .  ^0,091 .66 

Invested  Capital  Items. 

2.  Store  adjustments  understated .  $11,223.74 

3.  Accrued  interest  adjustments .  j.1,278.95 

5.  Adjustments  for  leasehold  appreciation.  .  .  lj)5,400.77 

i 

Adjustments  of  other  items  protested  has  bejen  made 
upon  the  basis  of  facts  before  the  Bureau,  j  The  fol- 
305  lowing  statement  explains  why  this  office  is  unable  to 
concede  your  contention  for  allowance  of  tjie  above 
named  items: 

(b)  Income  from  company  store  overstated.  .  $11,223.74 

Total  net  income  from  company  store 
for  the  three  calendar  years  of  1918, 

1919  and  1920  aggregates .  35,594.51 

Included  in  total  taxable  in¬ 
come  (1918  audit)  .  $12,699.74 

Included  in  total  taxable  in¬ 
come  (1919  audit)  .  8,666.19 

Included  in  total  taxable  in¬ 
come  (tentative  1920  audit)  12,747.08 

-  $^4,113.01 

J _ 

$1,481.50 


Balance  of  taxable  store 
income  (not  taxed) .  . 
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Store  Profits  to  be  i  Accounted  for  According  to  Your 

Protest. 


Accounted  for  in  1918  .  $12,699.74 

Accounted  for  in  1919  .  8,666  19 

Accounted  for  in  1920  .  1,523  34 

Store  profits  not  to  be  included  in  taxable  in¬ 
come  . .  12,705 . 24 


Total  store  profits  (taxable  income)  for 
three  years  . . 

w 

( c )  and  (d)  Interest  income  on  investments  over¬ 
stated  . 


$35,594  51 
$6,440  63 


The  data  furnished  is  insufficient  to  admit  of  a  correct 
adjustment  of  these  items  which  are  not  adjustments  made 
by  the  Bureau  but  adjustments  proposed  by  you. 

Examination  of  data  submitted  in  your  protest,  in  con¬ 
junction  with  the  information  filed  with  your  returns  and 
contained  in  the  reports  of  Revenue  Agents,  indicates  that 
the  interest  income  on  investments  is  not  carried  on  your 
books  upo  the  accrual  method  of  accounting.  The  evidence 
is  conclusive  that  for  1920  your  protest  does  not  cover  that 
portion  of  interest  accrued  during  the  year  not  previously 
included  in  income,  although  you  request  the  elimination  of 
interest  received  in  1920  claimed  to  have  accrued 
306  prior  to  1920,  nothing  is  said  about  the  interest  ac¬ 
crued  during  1920  but  not  previously  included  in  in¬ 
come.  Therefore,  upon  the  evidence  submitted  your  con¬ 
tention  cannot  be  granted. 

(/)  Amortization  of ! leasehold  appreciation..  $80,091  66 

The  reason  for  the  non-allowance  as  deduction  from  in¬ 
come  of  the  above-named  item  is  fully  stated  in  Bureau 
letter  dated  April  10,  1926,  in  connection  with  the  rejec¬ 
tion  of  vour  abatement  claim  filed  for  the  vear  1918. 

The  segregation  made  in  your  protest  of  allowable  and 
unallowable  deductions  under  the  heading  “donations”  is 
grouped  in  such  a  manner  that  a  correct  decision,  based 
only  upon  the  information  contained  in  your  protest  could 
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not  1)0  made.  However,  from  other  information  on  file  in 
f  lie  Bureau  it  is  shown  that  the  following  itemi  had  been 
charged  against  vour  1920  income: 

o  o  •/ 


Outside  Churches  (not  on  plantation) .  $711.66 

Salvation  Army,  outside  plantation .  92.90 

Y.  M.  C.  A.,  outside  plantation .  615.48 

War  Relief  Fund .  2,575 . 05 

United  Welfare  Campaign  .  423.90 

Kukiolona  Park .  401.80 


Total  donations  not  allowable  deductions.!  $4,820.79 

! 

Invested  Capital  Items.- 

2.  Store  adjustment  understated,  $11,223.74. 

Your  request  that  invested  capital  be  increasedi  as  at  the 
beginning  of  the  year  on  account  of  store  promts  is  evi¬ 
dently  made  for  the  purpose  of  enabling  a  reconciliation 
of  1920  income  and  surplus.  The  details  shown  under  item 
(b)  above  clearly  show  the  error  of  your  contention.  The 
amount  cannot,  under  the  law  and  regulations,  be  added 
to  invested  capital  as  previously  determined. 

3.  Accrued  interest  adjustments,  $11,223.74. 


This  question  is  related  to  the  question  considered  under 
(c)  and  (d)  above.  Your  contention  for  the  adjustment 
of  this  item  is  not  based  upon  any  adjustments  proposed  by 
the  Bureau  but  is  predicated  upon  a  supposed  correction 
of  some  of  your  accounts.  Before  an  adjustment  to 
307  invested  capital,  such  as  is  involved  in  your  conten¬ 
tion,  can  be  made,  the  provisions  of  Article  841  Regu¬ 
lations  45  must  be  complied  with. 

5.  Adjustment  for  leasehold  appreciation,  $105,400.77. 


Inasmuch  as  the  Bureau  is  unable  to  concede  your  con¬ 
tention  that  the  evidence  heretofore  submitted  by|  you  dem¬ 
onstrates  that  your  leasehold  possessed  on  March  1,  1913, 
a  bonus  value  of  $2,069,134.58;  adjustments  t^  invested 
capital  reflecting  realized  appreciation  on  accouiit  of  your 
leasehold  cannot  be  made. 
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Should  you  desire  that  further  consideration  be  given 

your  contentions  herein  considered,  it  will  be  necessary  for 

a  properly  authorized  officer  of  your  corporation  to  execute 

the  enclosed  waiver  form  and  return  the  same  to  this  office 

within  40  davs  from  the  date  of  this  letter.  If  the  waiver, 
*  • 

properly  completed,  together  with  additional  evidence  rela¬ 
tive  to  the  contentions  enumerated  herein  are  not  received 
within  the  time  specified,  this  office  will  proceed  with  the 
preparation  and  issuance  of  the  final  60  day  letter  as  pro¬ 
vided  for  in  Section  274  of  the  Revenue  Act  of  1926. 

In  your  reply  reference  should  be  made  to  IT  :CR  :D-EFN. 
Respectfully, 

!  C.  R.  NASH, 

•  Assistant  to  the  Commissioner , 

By  W.  L.  HEAP, 
Assistant  Head  of  Division. 

Enclosure:  Waiver  Form. 
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Treasury  Department.  Washington. 

( )ffice  of  Commissioner  of  Internal  Revenue. 


Address  replv  to  Commissioner  of  Internal  Revenue  and 
refer  to  IT  :CR  :D-EFN. 

(Referred  to - .  Received  June  15,  1926.  An¬ 
swered  by - .  Date: - , - ). 

June  3,  1926. 

Hawaiian  Sugar  Company, 

c/o  Alexander  and  Baldwin,  Ltd., 

Honolulu,  Hawaii. 

Sirs  : 

An  examination  of  your  income  tax  return  and  of  your 
books  of  account  and  records  for  the  year  1920  lias  been 
made,  resulting  in  an  additional  tax  liability  in  the  amount 
of  $239,053.22,  as  shown  in  detail  in  the  attached  statement 
and  accompanying  Schedules  1  to  7  inclusive. 

You  are  granted  60  days  from  the  date  of  this  letter 
within  which  to  present  a  protest  against  the  deficiency 
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proposed  herein.  The  protest  and  additional  statements 
of  facts  must  be  executed  in  triplicate,  under  oathl  and  con¬ 
tain  the  following’  information: 

(a)  The  name  and  address  of  the  taxpayer  (ill  the  case 
of  an  individual  t lie  residence,  and  in  the  case  of  g  corpora¬ 
tion  the  principal  office  or  place  of  business);  (j b)  in  the 
case  of  a  corporation  the  name  of  the  State  of  incorpora¬ 
tion;  (c)  the  designation  by  date  and  symbol  of  |the  letter 
advising  of  the  proposed  deficiency  with  respect]  to  which 
the  protest  is  made;  (d)  the  designation  of  tlnb  year  or 
years  involved  and  a  statement  of  the  amount  iof  tax  in 
dispute  for  each  year;  ( e )  an  itemized  schedule  of  the 
findings  to  which  the  taxpayer  takes  exception;  (J f)  a  sum¬ 
mary  statement  of  the  grounds  upon  which  the  | taxpayer 
relies  in  connection  with  each  exception;  and  (.d)  in  case 
the  taxpayer  desires  a  hearing,  a  statement  to  tl[at  effect. 

If  a  protest  is  filed,  any  additional  evidence  |or  briefs 
of  argument  submitted  will  be  given  careful  consideration, 
and  if  the  Commissioner  finally  determines  that;  there  is 
a  deficiency,  you  will  be  advised  thereof  by  registered  mail 
in  accordance  with  the  provisions  of  Section  2J4  of  the 
Revenue  Act  of  1926.  Should  you  not  agree  t<b  the  de¬ 
ficiency  as  finally  determined  by  the  Commissioner,  you 
will  be  allowed  60  days  from  the  mailing  of  the  registered 
letter  in  which  to  file  a  petition  with  the  United  States 
Board  of  Tax  Appeals  for  a  redetermination  of  the  de¬ 
ficiency. 

If  you  acquiesce  in  the  proposed  deficiency  as  (shown  in 
this  letter  and  the  accompanying  statement,  yoji  are  re¬ 
quested  to  execute  a  waiver  of  your  right  to  file  <j  petition 
with  the  United  States  Board  of  Tax  Appeals  oh  the  en* 
closed  Form  A,  and  forward  it  to  the  Commissioner  of 
Internal  Revenue,  Washington,  I).  C.,  for  the  attention  of 
IT:CR:D-EFX.  In  the  event  that  you  acquiesce 
of  such  deficiency,  the  waiver  should  be  exeeutedj 
sped  to  the  items  to  which  you  agree. 

Respectfully,  j 

C.  R.  NASH, 


tin  a  part 
with  re- 


Assistant  to  the  Commit 


sioner. 


Enclosures:  Statement,  Waiver — Form  A,  Sched.  1  to  7, 
incl.  i 
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309  ( 1637M. )  IT  :CR  :D-EFX. 

Hawaiian  Sugar  Company,  c'/o  Alexander  and 
Baldwin,  Limited,  Honolulu,  Hawaii. 

Form  A. 

Waiver  of  Right  to  File  a  Petition  with  the  U.  S.  Board 

of  Tax  Appeals. 

The  undersigned  taxpayer  hereby  waives  the  right  to 
tile  a  petition  with  the  U.  S.  Board  of  Tax  Appeals  under 
Section  274  (a)  of  the  Revenue  Act  of  1926  and  consents 
to  the  assessment  and  collection  of  a  deficiency  in  tax  for 
the  year  1920  aggregating  $239,053.22. 

[seal.]  (Name:) - , 

(Address:) - , 

By - . 

Date : - , - . 

Note. — This  waiver  does  not  extend  the  statute  of  limi¬ 
tations  for  refund  or  assessment  of  tax,  and  is  not  an  agree¬ 
ment  as  provided  under  Section  1106  of  the  Revenue  Act 
of  1926. 

310  (1637M.)  IT  :CR  :D-EFX. 

Hawaiian  Sugar  Company,  c/o  Alexander  and 
Baldwin,  Limited,  Honolulu,  Hawaii. 

Form  A. 

Waiver  of  Right  to  File  a  Petition  with  the  U.  S.  Board 

of  Tax  Appeals. 

The  undersigned  taxpayer  hereby  waives  the  right  to 
file  a  petition  with  the  U.  S.  Board  of  Tax  Appeals  under 
Section  274  (a)  of  the  Revenue  Act  of  1926  and  consents 
to  the  assessment  and  collection  cf  a  deficiency  in  tax  for 
the  year  1920  aggregating  $239,053.22. 

[seal.]  (Name:) - , 

(Address:) - , 

By - . 

Date : - , - . 
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Note. — This  waiver  does  not  extend  the  statute' of  limi¬ 
tations  for  refund  or  assessment  of  tax,  and  is  not  an 
agreement  as  provided  under  Section  1106  of  the  (Revenue 
Act  of*  1926.  et-5  This  copy  to  be  retained  by  taxpayer. 
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Statement  of  Returns  Examined  and  Resulting  Tax  I /la¬ 
bility. 

Returns  Examined. 


Company.  Year. 

Hawaiian  Sugar  Company,  Hono¬ 
lulu,  Hawaii . 1920 

Tax  Liabilitv. 

Company.  Year. 

Hawaiian  Sugar  Company,  Hono¬ 
lulu  . . ]920 


Form. 


1120 


rVddirional  tax. 


$289,053.22 


The  adjustments  recommended  in  the  Revenue  Agent’s 
report  dated  April  30,  1923,  have  been  approved  by  the 
Bureau  with  the  exception  of  items  shown  in  detail  in  the 
accompanying  schedules  1  to  7,  inclusive.  These  adjust¬ 
ments  resulted  in  the  above  stated  additional  tax. 

It  is  noted  that  a  waiver,  executed  bv  you,  winch  will 
expire  December  31,  1926,  is  on  hie  for  the  year  ]920. 

A  carbon  copy  of  this  letter  has  been  mailed  to  .]Ir.  C.  R. 
Linden  in  accordance  with  the  authorization  contained  in 
your  power  of  attorney  running  to  him,  which  is  pn  file  in 
this  office. 

Bonus  value  of  Leaseholds  on  March  1,  1913. 

Inasmuch  as  you  have  failed  to  establish  a  bonjns  value 
for  your  leasehold  on  March  1,  1913,  as  required,  ho  amor¬ 
tization  of  the  value  claimed  bv  vou  has  been  allowed.  The 
reasons  why  the  evidence  submitted  is  insufficient  to  es¬ 
tablish  the  bonus  value  on  March  1,  1913,  as  claimed,  are 
fully  set  forth  in  Bureau  letter  dated  April  20, j  1926,  in 
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connection  with  t lie  consideration  of  your  abatement  claim 
tiled  for  the  rear  1918. 


flJere  follows  statement,  marked  pages  312,  313,  314,  and 

315.) 


o 


ol6 


(1639M.)  Form  NP-2. 
Linden  Exhibit  No.  2. 


Treasury  Department,  Washington. 


Office  of  Commissioner  of  Internal  Revenue. 


Jun.  18,  1926. 

IT  :E  :SM-60D.  Ala-C-26439. 

(Received  June  29,  1926.  Ans: - , - .) 

The  Waimea  Sugar  Mills, 

c/o  American  Factors,  Limited, 

Honolulu,  T.  H. 


Sirs  : 

An  audit  of  your  income  and  profits  tax  return  for  the 
calendar  year  ended  December  31,  1920,  has  resulted  in  the 
determination  of  a  deficiency  in  tax  of  $10,534.99,  as  shown 
in  Bureau  letter  dated  March  31,  1926. 

In  accordance  with  the  provisions  of  Section  274  of  the 
Revenue  Act  of  1926,  you  are  allowed  60  days  from  the  date 
of  the  mailing  of  this  letter  within  which  to  file  a  petition  for 
the  redetermination  of  this  deficiency.  Any  such  petition 
must  be  addressed  to  the  United  States  Board  of  Tax  Ap¬ 
peals,  Earle  Building,  Washington,  D.  C.,  and  must  be 
mailed  in  time  to  reach  the  Board  within  the  60-day  period, 
not  counting  Sunday  as  the  sixtieth  day. 

Where  a  taxpayer  has  been  given  an  opportunity  to  file  a 
petition  with  the  United  States  Board  of  Tax  Appeals  and 
has  not  done  so  within  the  sixty  days  prescribed  and  an  as¬ 
sessment  has  been  made,  or  where  a  taxpayer  has  filed  a 
petition  and  an  assessment  in  accordance  with  the  final  deci- 


Hawaiian  Sugar  Company. 


Year  ended  December  31*  1920 


Schedule  1. 
Hot  Income. 


Vet  income  as  disclosed  by  Revenue 
Agent's  report  dated  April  30 ,  1923* 
Schedule  11 
As  corrected 

Vet  deductions 


$2, 420* 460.* 79 
JkiffS,.?74.g4 

$  34*066*44 


Deductions: 

SaJ  Donations  allowed  as  expense  $  924.40 

b)  Tax  free  oovenant  bond  Interest  275.62 

o)  Attjustment  of  Territorial  Inoone  Ifex  32.886.23 

Hot  deductions  as  above  334*036.44 


Schedule  2. 


Explanation  of  Items  Changed. 


(a)  Donations  allowed  as  expense  deduction 

The  following  items,  considered  as  unallowable  deduc¬ 
tions  by  the  Revenue  Agent*  have  been  allowed  as  ordinary 
and  necessary  expense  of  doing  business. 

Contributions  to  churches  looated  on  the  plantation 
and  attended  only  fcy  your  employees 
Salvation  Army  work  on  plantation 


$924.40 


884.09 

j&a l 


Total  additional  allowance 


$934.40 


Donations*  not  allowable  deduction  as  shown  by 
Revenue  Agent's  report 
Deduct:  Items  allowed  as  shown  above 

Donations,  not  allowable  deductions  as  shown 
by  your  return 

(b)  Additional  interest  income  on  free  covenant 
bonds  eliminated 


$5,745.19 

924.40 


$4,320.79 


275.82 


The  amount  which  represents  2#  of  the  interest  received  on  bonds 
neld  by  you,  issued  by  domestic  corporations  and  containing  a  tax  free 
covenant  clause,  is  not  considered  income  to  you  and  is,  therefore, 
eliminated. 


Hawaiian  3ugar  Company. 


313  Tear  ended  December  31,  1920. 
Schedule  2  continued. 

(c)  Adjustment  of  Territorial  Inooae  Tax  $32,886.22 

The  Territorial  Inborn©  Tex  imposed  upon  your  income  for  the 
year  1920  and  payable  in  1921,  is  considered  an  aoorued  liability 
at  the  close  of  the  year  in  which  the  inooae  is  received. j 
The  following  adjustment  has  therefore  been  made:  ' 

Deduction  allowed  in  Revenue  Agent* 9  report  $29, 294.38 

Additional  amount  allowed  herein  32,886.22 

Territorial  Inooae  Taj:,  accrued  December  31,  1920  $62,180.60 


Schedule  3. 

Invest*-?  Capital. 

Invested  capital  a a  shown  by  Revenue  Agent*  s 
report  dated  April  30,  1923,  Schedule  12 
As  corrected 

Bet  additions  as  explained  below 
Additions: 

| aj  Adjustment  of  191?  and  1918  taxes  $55,397.34 


Adjustment  of  1919  tax  proration 
Total  additions 
Reductions: 

(c)  Territorial  Income  Tax  (1919) 

Accrued 

(d)  Adjustment  of  inadmissible 

deduction 

Total  reductions 
Net  additions  as  above 


5.787.23 


$29,762.90 

2.874.03 


Schedule  4. 

Explanation  of  Items  Changed. 


$3,957,156.71 

3.985.704.35 

$  28,547.64 


$  61,184.57 


#  _  .32,638, 93 

. 

$  S8.547.64 


I 

t  ^5, 397. 34 


(a)  Adjustment  of  1917  and  1918  additional  taxes 

The  following  statement  shows  the  amount  of  additional  taxes  for 
the  years  1917  and  1918  as  shown  by  the  Revenue  Agent’s  report  and  the 
additional  taxes  for  1917  and  1918  as  adjusted,  unpaid  January  1,  1920: 


Hawaiian  Sugar  Company 


3/  / 

Year  ended  December  31,  1920. 


Schedule  4  continued. 


Additional  tax  for  1917  as  shown  by  Revenue 

Agent’s  report  1  $62,966.84 

Additional  tax  for  1917  as  finally  adjusted  17,755 .57  $45,211.27 


Additional  tax  for  1918  as  shown  by  Revenue 

.Agent’s  report  *  $21,652.75 

Additional  tax  for  1918  as  finally  adjusted  11,466.68  10,186.07 


Difference  restored  to  invested  capital 


$55,397.34 


(b)  Adustment  of  1919  tax  proration 

Total  tax  for  1919  as  shown  in  Bureau  letter 
dated  June  19,  1925 
Deduction  ;362 ,528.93  x  .4214  equals 
Amount  deducted  in  Revenue  Agent's  report 


$  5,787.23 

$362,528.93 

152,769.69 

158,556.92 


Difference  restored  to  invested  capital 

(c)  Territorial  Income  Tax  accrued  December  31,  1919 


$  5,787.23 

29,762.90 


The  Territorial  Income  Tax  imposed  upon  your  income  for  1919  is 
considered  an  accrued  liability  at  the  close  of  the  year  in  which  the 
income  is  received.  The  amount  of  tnis  tax  was  not  considered  as  an 
accrued  liability  in  the  previous  computation  of  your  invested  capital 
and  is,  therefore,  now  deducted. 


(d )  Adjustment  of  inadmissible  deduction  $  2,874.03 

The  following  statement  shows  the  computation  and  de¬ 
duction  on  account  of  inadmissible  assets  held  during  the  year. 


Average  total  assets  held  during  year 

Average  total  inadmissible  assets  held  during  year 

Percentage  of  inadmissible  to  total  assets 

Invested  capital  before  inadmissible  deduction 
Deduction  ($4,386,964.17  x  .0914664  equals 
Deducted  in  Revenue  Agent’s  repoi*t 

,  additional  deduction 


5,738,215.23 

524,854.28 

9.14664$ 

4,386,964.17 

401,259.82 

398,385.79 

$2,874.03 


Difference 


Hawaiian  Sugar  Company. 


Ter.r  ended  December  31,  1920 


Coital  Stools' 

Surplus 

Reserves 

Total 


Schedule  5* 

Proof  of  Invested  Capital. 

43,000,000.00 
Tl, 176,800.9? 
475.000.00 

$4,653,300.97 


Reductions: 

Territorial  Income  Tax  aocmed 
Additional  1917  and  1918  taxes 
Dividends  paid  January  15  and 
February  16,  prorated 
1919  tax  prorated 
Inadmissible  deduction 

Total  (deduct  fro®  above) 


$29, 762,90 
29,222.25 

i 

55,081.9*3 

152,769.69 

401,259.82 

668.096.62 


As  shown  on  Schedule  43 


$3,985,704.35 


Schedule  6. 

Cbmput&tion  of  Excess  Profits  Credit. 

Consolidated  net  lucerne  taxable  year  (Schedule  1)  $2,38S*574.34 


Consolidated  invested  capital  taxable  yea r( Schedule  3) 

Excess  Profits  Credit. 

8£  of  Invested  capital  for  taxable  year 
Exemption 

Excess  profits  credit 


Schedule  7. 

Computation  of  Total  Tax  1920 


$3,965,704.35 


$313,656.35 
3 . 000 •  0*3 

$321,858.35 


I 


Excess  Profits  Tax 


•  Income 


Net  income  for  taxable  year 
Less  excess  profit*  credit 

Balance 
Taxable  at 
Taxable  at  40jfc 


$2,386,374.34 

$2,064,517.99 

475,284.52  $  95,058.90 

1.589.253.47  635.693,39 

$2,064,517.99  *750,750.29 


I 
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sion  on  such  petition  has  been  made,  the  unpaid  amount  of 
the  assessment  must  be  paid  upon  notice  and  demand  from 
the  Collector  of  Internal  Revenue.  No  claim  for  abatement 
can  be  entertained. 

If  you  acquiesce  in  this  determination  and  do  n^>t  desire 
to  tile  a  petition  with  the  United  States  Board  of  [Tax  Ap¬ 
peals,  you  are  requested  to  execute  a  waiver  of  your  right 
to  tile  a  petition  with  the  United  States  Board  of  [Tax  Ap¬ 
peals  on  the  enclosed  Form  A,  and  forward  it  to  t^ie  Com¬ 
missioner  of  Internal  Revenue,  Washington,  D.  C.j  for  the 
attention  of  IT:E:SM-60D,  ALA-C-26439.  In  tl|e  event 
that  you  acquiesce  in  a  part  of  the  determination,  the  waiver 
should  be  executed  with  respect  to  the  items  to  wfyich  you 
agree. 

Respectfully, 

D.  H.  BLAI ?, 

Commissioner , 

(Signed)  ByC.  E.  NASH.J 

Assistant  to  the  Commissioner. 


Enclosures:  [Statement! *  Form  A. 
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Form  A. 


In  re  The  Waimea  Sugar  Mills,  Honolulu,  T.  H. 
Treasury  Department,  Bureau  of  Internal  Revejmc. 


Form  7858 — Revised  Mar.,  1926.  IT  :E  :SM-60D.  j  ALA- 
( '-26439. 


Waiver  of  Right  to  File  a  Petition  with  the  TJ.  S.  Board  of 

Tax  Appeals. 

I 

Jun.  18,  jl926. 


The  undersigned  taxpayer  hereby  waives  the  riglif  to  tile 
a  petition  with  the  U.  S.  Board  of  Tax  Appeals  under  Sec¬ 
tion  274  (a)  of  the  Revenue  Act  of  1926  and  consents  to  the 


*  I  Erased  in  copy.] 


188 


KEKAHA  SUGAR  COMPANY,  LIMITED,  VS. 


assessment  and  collection  of  a  deficiency  in  tax  for  the  year 
1920  aggregating  $10,534.99. 

(Corporate  seal  to  be  affixed;  if  no  seal,  so  state.) 

(Name:) - , 

(Address:) - , 

By - . 

Date: - , - . 

Note. — This  waiver  does  not  extend  the  statute  of  limita¬ 
tions  for  refund  or  assessment  of  tax,  and  is  not  an  agree¬ 
ment  as  provided  under  Section  1106  of  the  Revenue  Act  of 
1926. 


2-13223.  Government  Printing  Office. 

318  Form  A. 

In  re  Tiie  Waimea  Sugar  Mills,  Honolulu,  T.  H. 

Treasury  Department,  Bureau  of  Internal  Revenue. 

Form  7858 — Revised  Mar.,  1926.  IT  :E  :SM-60D.  ALA- 
C-26439. 

Waiver  of  Right  to  File  a  Petition  ivitli  the  U.  S.  Board  of 

Tax  Appeals. 


Jun.  18,  1926. 


The  undersigned  taxpayer  hereby  waives  the  right  to  file 
a  petition  with  the  U.  S.  Board  of  Tax  Appeals  under  Sec¬ 
tion  274  (a)  of  the  Revenue  Act  of  1926  and  consents  to  the 
assessment  and  collection  of  a  deficiency  in  tax  for  the  year 
1920  aggregating  $10,534.99. 

(Corporate  seal  to  be  affixed;  if  no  seal,  so  state.) 

(Name:) - , 

(Address:) - , 

By - . 


EMS-1. 


This  copy  to  be  retained  by  taxpayer. 

Date: - , - . 

Note. — This  waiver  does  not  extend  the  statute  of  limita¬ 
tions  for  refund  or  assessment  of  tax,  and  is  not  an  agree- 
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ment  as  provided  under  Section  1106  of  the  Revenue  Act 

ot  1926.  j 

I 

2-13223.  Government  Printing  Office. 

319  Treasury  Department,  Washington. 

Office  of  Commissioner  of  Internal  Revenue. 

Feb.  15,  li924. 

Address  reply  to  Commissioner  of  Internal  Revenue  and 
refer  to  IT:CA:M-3.  SDH-2125-5.  j 

(Received  Feb.  26.  Ans’d - , - .  j 

i 

The  Waima  Sugar  Mill  Co.,  j 

e/o  American  Factors,  Ltd., 

Honolulu,  T.  H. 

Sirs: 

Reference  is  made  to  your  brief  dated  October  31,  1923, 
wherein  you  request  consideration  under  Section  328  of  the 
Revenue  Act  of  1918  in  determining  your  profits  tax 
ity  for  the  years  1918  to  1920,  inclusive. 

Before  consideration  can  be  given  your  application  jthere 
must  be  a  final  determination  of  your  net  income  and  in¬ 
vested  capital.  Therefore,  it  will  be  necessary  for  yjou  to 
advise  this  office  within  thirty  days  from  the  date  of  this 
letter  of  your  acquiescence  to  the  determination  of  yoijr  net 
income  and  invested  capital  as  shown  in  the  attached  state¬ 
ment,  or  any  exception  which  you  may  take  thereto. 

Your  contention  relative  to  the  adjustment  to  prewar  net 
income  has  been  carefully  considered  and  allowed  in  the  re¬ 
determination  of  war  profits  credit  for  1918. 

The  schedule  included  in  your  brief  relative  to  taxes  has 
been  examined  and  the  adjustment  to  income  claimeq  for 
1920  has  been  allowed. 

According  to  the  schedule,  income  for  1918  should  be 
decreased  $673.85  instead  of  increased  bv  this  amount  and 
for  1919  the  adjustment  should  be  an  increase  of  $1,2^4.60 

i 
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instead  of  a  decrease.  These  adjustments  have  been  con¬ 
sidered  in  the  redetermination  of  your  income  as  you  will 
note  in  the  attached  statement. 

Respectfully, 

J.  G.  BRIGHT, 

Deputy  Commissioner , 

(Sgd.)  By  JOHN  G.  REMEY, 

Chief  of  Section. 

(Here  follows  statement,  marked  pages  320-330,  inc.) 

331  Form  A. 

Treasury  Department,  Bureau  of  Internal  Revenue. 

Form  7858- Aug.,  1924. 

The  Lihuc  Plantation  Company,  Limited,  c/o  American 
Factors,  Limited,  Honolulu,  Hawaii. 

Agreement  Consenting  to  Assessment  of  a  Deficiency. 

The  undersigned  taxpayer  hereby  waives  the  right  of 
appeal  under  Section  274  (a)  of  the  Revenue  Act  of  1924 
with  respect  to  the  items  listed  below*  and  consents  to  the 
immediate  assessment  of  the  deficiencv  in  tax  resulting 
therefrom.  This  items  are  included  in  a  deficiencv  in  tax 
aggregating  $32,060.34  as  indicated  by  letter  from  the  Com¬ 
missioner  of  Internal  Revenue,  Washington,  D.  C.,  dated 

- , - ,  bearing  the  svmbols  IT  :CR  :D-EFN-60D,  or 

as  indicated  in  the  report  of  the  Revenue  Agent  in  Charge 
at - ,  dated - , - . 


(Attach  additional  sheets  if  necessary.) 
[seal.] 

(Name:) 


Address 


Date: - , 


By 


♦Where  the  taxpayer  consents  to  the  assessment  of  the  entire  amount 
of  the  deficiency  shown  by  the  letter  from  the  Commissioner  or  as  indicated 
in  the  report  of  the  Revenue  Agent  in  Charge,  the  items  need  not  be  listed; 
reference  may  be  made  to  the  letter  or  report. 


Fob  15  1924 


y^ 

STATEMENT 


IT:CA:jM 
SDK- 2125-5 


In  re:  The  Waisea  Sugar  Hill  Co., 
c/o  American  Factors,  Ltd., 
Honolulu,  T.  H. 


xUxo 


1313 

1220 

Total 


Additional  Tax 
$  387.33 

!  lP,53^.^j 
i  $10,922.37 


OrogMssessmoat 

$1,170.38 

$1,170.88 


Set  xiiccrae  shown  in  Revenue 
Agent’s  report 

Less: 

Adjustment  for  taxes: 
1918  taxes  accrued 
1517  taxes  paid 

Her iced  net  incone 


$91,303.59 


$2,452*40 

1,778.55  673,85 

$90,639.74 


,3enflft<L  Invested .  ffapJLI&L 

Capital  stool  and  surplus 
sho«n  in  Schedule  18 
of  Revenue  Agent’s 
report 

Add: 

3»et  overassensnozits  for 
years  prior  to  1917 


Total 

Lese: 

Dividends  paid, 
prorated 


$249,534.06 

_ 2Z&tl8 

#249,813.03 


#4,783.30 


w 

Feb  15  1934 


In  re:  The  Balnea  Sugar  Hill  Co. 


Amounts  brought  forward 
1917  Federal  taxes 
as  adjusted 
£33,  189*05,  pro¬ 
rated 

Balance 

Less: 

Deduction  for  lnad- 
tnisslbles 

.03657  x  226,843.75 
Revised  Invested  capital 


Set  income  shown  in  Revenue 
Agent's  report 
Adjustment  by  Exhibit  H  of 
Revenue  Agent's  report 

Revised  net  income 

Excess  profits  credit 
.7ar  profits  credit 


$4,783.30  $848,812.82 


$226,843.75 


$218,548.07 


ttf  Wri£i;  Wt*r. 


$19,954.95 


S44.879.47 

$20,483.84 

54,450.28 


Your  net  inoone  is  subject  only  to  excess  profits  tax 
due  to  the  fact  that  the  adjustment  to  prewar  income  results 
in  a  war  profits  tax  less  than  the  amount  of  exoess  prpflts* 
tax. 


Excess  profits  tar 
Income  tax 

Total  tax  liability 
Tax  previously  assessed 

Additional  tax 


$37,465.81 


$43,564.64 

L43,197^ 

$  387.38 


Revised  net  income 

Set  income  shown  in  Revenue 
Agent's  report 


$69,339.97 


yob  15  1924 


In  re;  The  Wairaea  Sugar  Mill  Oo. 


Brought  forward 
Add; 

1919  taxes  acorued 
1918  taxes  paid 

Revised  net  incone 


Invested 

Capital  stock  and  surplus  as 
shown  in  Schedule  23  of 
Revenue  Agent’s  report 

Add; 

Set  overasaessments  for 
1917  and  prior  years 


Less: 

Additional  tar  assessed 

for  1917  in  November 
1919 

Dividends  paid  and  oro- 
rated 

1918  Federal  xsxes  pro¬ 
rated 

Balance 

Less: 

Deduction  for  inadoissibles 
.03356  x  242,321.38 

Revised  invested  capital 


$69,339.97 

$1,327.80 

2,452.40 

$70,564.57 

CaP-i-tal 

£283,455.56 

$285,857.41 


$6,443.53 

16,673.30 

I8x.^0a  36,93 

$242,321.38 

8,132.30 

$234,189.08 


Tax  Liability 


Excess  profits  tax 
Income  tax 


#  14,512.20 


Total  tax  assessable 
Original  tax 


$  19,917.44 
21,088.32 


Over&ssessi&snt 


$  1,170.88 


Feb  is  1924 


3  >3 


In  r«:  lb*  laiwea  3ugax  Mill  Oo. 


isgs 

R9t1»«4  gat  Inooaa 

Set  income  shown  in  Revenue 
Agent’s  report 

L**e: 

Adjustment  for  tares: 

1920  taxes  accrued  $6,974.89 

1919  tax  paid  in 

1920  1,227,90 

Her! sea  net  Income 


Revised  Invested  Capital 


i 


i 

I 

i 


$350,878*62 


5*746.89 
l  '  - — 

$353,931.73 

I 

i 


Capital  stock  and  surplus, 

Deoeaber  3?.,  1919,  as 
shown  in  Schedule  28 
of  Revenue  Agent’s  report 


Add: 

Set  overasseaement  for 

1017  and  prior  years 


Total 

Less: 

Additional  tax  assessed 
for  1917 

Additional  tax  liability 
for  IBIS 

Dividends  paid  and  prorated 
1919  Federal  taxes  prorated 


Balance 

Less: 

Deduction  for  inadaisaiblea 
.023  x  240,057.13 

Revised  invested  capital 


14259,653.99 

I 

i 

|  2.401.85 

$252,055.84 

$8,443*52 

387.38 

4,774.59 

8.393.21  ;  21,998.71 

i 

j$240, 057.13 

1  5,520.39 

£234, 538.24 


c  u 
o 


In  re:  The  TT&inea  Sugar  Mill  Co 


Tax  liability 


Sxcess  profits  tax  $127,839*68 

Income  Tax  22 ,409*21 


tal  tcx  assessable  $150,248*89 

i^inal  tax  139*715*90 


Addi  ticntii  Tcx 


$  10, 534 *C9 


upa«n  BSaatt  Ba.  3 


Hlf 


TREASURY  DgPAHTHEH? 
Washington 


Office  of 

CGHHXSSXOWSR  07  JHTEXJUL  RJVS3U2 


Ton  HP-2 

% 

(KEC2IVSD 
Teb.  18,  1828. 

- ) 

7ob.  -5,108^ 


IT:CRlD-80D 


HIS 


The  Lifcue  Floatation  Company,  Limited, 
c/o  American  factors.  Halted, 

Honolulu,  Howell. 

I 

Sirs: 

i 

1  reexamination  of  your  income  tax  returns  and  of  your  books 
of  aooount  and  records,  together  with  the  Information  heretofore 
submitted,  for  the  year  1920  has  been  made  resulting  in  a  de¬ 
ficiency  in  tax  amounting  to  $32,080.84  as  shown  in  detail  in 
the  attached  statement  and  accompanying  Schedules  1  to  7  inclusive. 


In  accordance  with  the  provisions  of  Section  274  of  the 
Revenue  lot  of  1924,  you  are  allowed  60  days  from  the  date  of 
sailing  of  this  letter  within  which  to  file  an  appeal  contesting 
in  whole  or  in  part  the  correctness  of  this  determination.  Any 


such  appeal  most  be  addressed  to  the  United  States  Board 
Appeals,  Washington,  0.  C., and  must  be  mailed  in  time  to 
that  Board  within  the  80-dny  period. 


of  for 


Where  a  taxpayer  has  been  given  an  opportunity  to  appeal  to 
the  Board  of  Tax  Appeals  and  has  not  done  so  within  the  60  days 

Sresoribed  and  an  assessment  hae  been  made,  or  where  a  taxpayer 
as  appealed  and  on  assessment  in  acoordance  with  the  final 
decision  on  such  appeal  has  been  made,  no  olalp  in  abatement  in 
respect  of  any  port  of  the  deficiency  will  be  entertained. 

If  you  acquiesce  in  this  determination  and  do  not  desire  to 
file  an  appeal,  you  are  requested  to  sign  the  inclosed  agreement 
consenting  to  the  assessment  of  the  deficiency  and  forward  it  tor 
the  Commissioner  of  Internal  Hevenue,  Washington,  0.  0. ,  for  the 
attention  of  XT:  CRs  D-60D-STH.  in  the  event  that  you  aoquieeoe 
in  a  part  of  the  determination,  the  agreement  should  be  executed 
with  respect  to  the  items  agreed  to. 

i 

Respectfully, 

D.  H.  BLAIR 


Inolosuree: 

Statements 
Agreement  -  form  A 
Schedules  1  to  7  inclusive. 

Porn  7861-Sevisod  Hay,  1825 


Commissioner 

I 

By  (9gd.)  C.  R.  Wash 
Assistant  to  the  OoamisPioner 


2-13281 


The  Lihue  Plantation  Company,  Limited,  Year  Ended  December  31,  1920 


Schedule  1 
Net  income 

Consolidated  net  income  as  shown  in- Bureau 
letter  dated  October  6,  1925 

As  corrected  i 

Net  Additions 
Additions : 

(a)  Bonus  adjustment  , 

Deductions : 

(b)  Depreciation  adjustment 


(c)  Adjustment  of  Territorial 
Income  Tax 

Total  deductions 

Net  additions  as  above 


$2,334.55 

20,891.50 


$  1,482,325.68 

1,550.140.09 
$  67,814.41 

91,040.46 


25,226.05 
$67,814 .41 


Schedule  2 

Explanation  of  Items  Changed 

(aj  Bonus  adjustment  i  $91,040.46 

It  Is  held  by  the  Bureau  that  the  Commissioner’s  letter 
dated  February  25,  1924,  did  not  refer  tc  the  payment  of  bonus 
paid  with  respect  to  wages  chargeable  to  capital  improvement's. 
Furthermore,  the  distribution  of  bonus  was  based  on  the  amount 
of  basic  wages  paid  the  recipients.  In  the  distribution,  no 
distinction  was  made  for  the  kind  of  work  performed.  Conse- 
quenty  a  laborer  engaged  in  making  improvements  to  plant  or 
equipment  received  a  proportionate  part  of  the  bonus  for  this 
service,  based  on  the  basic  wage  paid.  This  additional  pay¬ 
ment,  while  not  based  on  the  particular  kind  of  work  performed, 
was  In  consideration  of  such  work,  and  -as  such  constituted  a 
part  of  the  cost  of  the  improvements,  just  as  much  as  the 
basic  wage  paid  therefor.  Bonus  paid  In  connection  with  the 
construction  of  improvements  or  betterments  should  be  treated 
as  part  of  the  cost  of  Improvements  and  be  capitalized. 


3$  7 

The  Lihue  Plantation  Company,  Limited.  Year  ended  December  31,  1910. 

( S  chedule  2 )  ( C  ont  inue  d ) 

(b)  Depreciation  adjustment  $2,334 i55 

On  account  of  the  adjustment  shown  under  (a)  above,  tiie 
depreciation  disallowed  in  Bureau  letter  dated  October 
6,  1925  is  reversed. 

(c)  Adjustment  of  Territorial  Income  Tax  $20,891.50 

In  accordance  with  the  decision  of  the  Bureau  that  the 
liability  for  income  tax  accrues  with  . the  receipt  of 
the  Income  and  such  tax  should  therefore  .be  accrued  at 
the  close  of  the  jear,  the  following  adjustment  has 
been  made : 


Net  reductions  as  above 


m, 

The  Llhue  Plantation  Ocmpeny,  Limited*  Tear  ended  December  1*80 

Schedule  4 

explanation  of  Items  Changed* 

(a)  Adj  uotaent  of  Territorial  Income  Tex  $24,265*30 

The  explanation  of  adjuataeat  item  (o)  Schedule®  Id 
and  2  hereof  shews  that  the  Territorial  Income  Tax  constitute® 
an  accrued  liability  on  December  31*  The  following  adjust* 
sent  la  therefore,  required; 

Territorial  Inooce  Tax  to  he  accrued  December  31,  1919  $34,255*30 
Amount  previously  aocruod  or  deducted  none 


Amount  to  be  deducted  in  the  computation  of 
invested  capital 

(b)  Adjustment  of  lnsdnicslble  deduction 

She  following  computation  ohovs  tho  adjustment 
required  on  account  of  inadmissible  deduction; 


$24,295*30 

47,246*3* 


total  assets 
Average  total  inadmissible  asset  a 
Percentage  of  inadrdeeible  to  total  assets 
Invested  capital  before  inadmissible  deduction 

Deduction  ($5,005,124 .34  x  *29212)  equals 

Amount  previously  deducted 

Difference,  restored  to  invested  capital 

S3HSDULS  5 

Proof  of  Invested  Capital* 
Capital  Stool  | 

Surplus 

lbtal 


$6,688,  343*93 
1,936,294*39 
29*212$ 
S.B06.134.M 

$1,596,088.01 

.xawjtt.w.  , 

$  7,088.30 


$3,000,000.00 

3.370.995.95 

$8,370,995.9^ 


The  Libae  Plante  t  ion  Oonspony,  Limited.  Year  ended  Dooanber  31,  1990. 

Schaduls  5  (Continued) 


i 


Total  (Brought  focrcr’-rd) 
RSDOCTIOHSx 

(Bozros  payaents  adjusted 
(  xa%a, r  in  transit 
Xncooe  taxes  prior  to  1819 
unpaid 

Dividends  paid  out  of  surplus 
Xnocee  and.  profits  tax  for 
1919  accrued 
Inndard  gsi’ole  deduct  ion 

Total  (deduct  from  above) 

As  Bboon  on  Schedule  So.  3 


$6,370,993.98 


$314,198.13 

36,312.28 

36,923.80 

57,290.07 

200,142.45 

JL. 


SSQjSSIJjL 


$4,110,038.23 


Schedule  6 

*  Computation  of  Excecc-Profita  Oredit.  I 
Ocneolidated  net  income  taxable  year  (Schedule  1)  $1,550,140.09 


Consolidated  invested  capital  taxable  year 
(Schedule  3) 

£XCSSfVFR0*IT3  CHSDIT 

94  of  invested  capital  for  taxable  year 


Exemption 


44210,039.33 


$  388,833.14 


Excess-profits  credit 


331, 803.14 


The  I.ihuc  Plantation  Company,  Limited*  Year  ended  December  31,  1920* 


Schedule  ? 

Computation  of  Total  Tax  (1920) 


SXC5S9-PR07ZT8  TAX 
Yet  income  for  taxable  year 
Leas  excess?— profits  credit 
Balance 
Taxable  at  20* 

Taxable  at  40% 


I  SC  CUE 

$1,550,140*09 

331.803*14 

t  490,204*71 

$1,218,338.95 


ISCCilS  TAX 

let  incoce  for  taxable  year  $1,550,140*09 

Lesst 


Interest  on  obligations 
of  United  States  not 

exempt  $5,419*94 

Xxceae-profit8  tax  389,293*84 
Exemption  „  iSiPQQiQg  _ 2gLJ.lg.tZS. 

Taxable  at  10*  $1,153,426*31 

Total,  exoeso-profitx,  and  income  taxes 


Previously  assessed 


Additional  tax  to  be  assessed 


TAX 


$98,040*94 

$339,293.84 


$115,948*63 

504,638.47 

472,578.13 

$  32,060*34 


ROBERT  H.  LUCAS,  COMMISSIONER,  ETC. 
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Note. — This  agreement  is  subject  to  the  approval  j  of  the 
Commissioner  and  is  not  an  agreement  as  provided!  under 
Section  1006,  Revenue  Act  of  1924. 

332  Form  A. 

Treasury  Department,  Bureau  of  Internal  Revenue. 

Form  7858- Aug.,  1924. 

The  Lihue  Plantation  Co.,  Limited,  c/o  American  Fac¬ 
tors,  Limited,  Honolulu,  Hawaii. 

.  I 

Agreement  Consenting  to  Assessment  of  a  Deficiency. 


The  undersigned  taxpayer  hereby  waives  the  right  of 
appeal  under  Section  274  (a)  of  the  Revenue  Act  of  1924 
with  respect  to  the  items  listed  below*  and  consents)  to  the 
immediate  assessment  of  the  deficiency  in  tax  resulting 
therefrom.  These  items  are  included  in  a  deficiency  in  tax 
aggregating  $32,060.34  as  indicated  by  letter  from  th|e  Com¬ 
missioner  of  Internal  Revenue,  Washington,  D.  C.,  dated 

- , - ,  bearing  the  symbols  IT  :CR  :D-EFN-601),  or 

as  indicated  in  the  report  of  the  Revenue  Agent  in  pharge 
at - ,  dated - , - . 


Note. — This  agreement  is  subject  to  the  approval  of  the 
Commissioner  and  is  not  an  agreement  as  provided  under 
Section  1006,  Revenue  Act  of  1924. 

SP-5.  This  copy  to  be  retained  by  taxpayer. 

— 

♦Where  the  taxpayer  consents  to  the  assessment  of  the  entire  amount 
of  the  deficiency  shown  by  the  letter  from  the  Commissioner  or  as  indicated 
in  the  report  of  the  Revenue  Agent  in  Charge,  the  items  need  not  he  listed; 
reference  may  be  made  to  the  letter  or  report. 
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KEKAIIA  SUGAR  COMPANY,  LIMITED,  VS. 


QQO 

Ooo 


IT:CR:D-60D.  EFN. 


Statement  of  Returns  Examined  and  Resulting  Tax 

Liability . 

Returns  Examined. 


Company.  :  Year.  Form. 

The  Lihue  Plantation,  Limited, 

Honolulu,  Hawaii  . 1920  1120  Consolidated 

1120  Consolidated 

!  #  Amended 

Waiahi  Electric  Company,  Limited 
Honolulu,  Hawaii  . 1920  1122 

Tax  Liability. 

Company.  Year.  Additional  tax. 

The  Lihue  Plantation  Company, 

Limited,  Honolulu  Hawaii  ....1920  $32,060.34 


The  request  contained  in  your  communication  dated  De¬ 
cember  23,  1925,  that  vour  tax  liability  for  the  year  1920  be 
re-determined  and  deduction  from  income  be  allowed  re¬ 


sulting  from  the  accrual  of  Territorial  Income  'fax,  has 
been  granted.  A  re-determination  of  vour  tax  liability  1ms 
resulted  in  the  above-stated  deficiency  in  the  amount  of  tax 


heretofore  assessed.  The  adjustments  are  fully  explained 
in  the  attached  schedules  1  to  7  inclusive. 


Due  to  the  fact  that  the  statute  of  limitations  will  pres¬ 
ently  bar  anv  assessment  of  additional  tax  against  you  for 
the  vear  1920,  t lie  Bureau  will  be  unable  to  afford  you  an 
opportunity  under  the  provisions  of  Treasury  Decision 
3708  to  discuss  your  case  before  mailing*  formal  notice  of 
its  determination  as  provided  by  Section  274  (a)  of  the 
Revenue  Act  of  1924.  It  is  necessary  at  this  time,  in  order 
to  protect  the  interest  of  the  Government,  either  to  make  an 
immediate  assessment  under  the  provisions  of  Section  274 
(d)  of  the  Revenue  Act  of  1924  or  to  issue  a  formal  notice 
of  deficiency.  Therefore,  the  Bureau  has  elected  to  issue 
this  notice  of  deficiency  believing  it  will  be  more  satisfac¬ 
tory  than  an  immediate  assessment. 


ROBERT  H.  LUCAS,  COMMISSIONER,  ETC. 
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A  carbon  copy  of  this  letter  and  schedules  has 
334  been  furnished  to  Mr.  C.  R.  Linden,  c/o  |Vlexander 
and  Baldwin,  Limited,  Honolulu,  Hawaii,  In  accord¬ 
ance  with  authority  conferred  in  power  of  attorney  running 
to  him  on  file  in  this  office. 


•  >fjO 


Form  NP-2. 

Treasury  Department,  Washington.  | 
Office  of  Commissioner  of  Internal  Revenue. 


IT :  OR :  D-60D.  EFN. 


Mailed  Feb.  15,  1926. 


The  Liliue  Plantation  Company,  Limited, 
c/o  American  Factors,  Limited, 

Honolulu,  Hawaii. 

Sirs  : 

A  reexamination  of  your  income  tax  return  and  of  your 
books  of  account  and  records,  together  with  the  information 
heretofore  submitted,  for  the  year  1920  has  been  resulting 
in  a  deficiency  in  lax  amounting  to  $32,060.34  as  shown  in 
detail  in  the  attached  statement  and  accompanying  Sched¬ 
ules  1  to  7  inclusive. 

In  accordance  with  the  provisions  of  Section  £74  of  the 
Revenue  Act  of  1924,  you  are  allowed  60  days  froin  the  date 
of  mailing  of  this  letter  within  which  to  file  an  appeal  con¬ 
testing  in  whole  or  in  part  the  correctness  of  this  deter¬ 
mination.  Any  such  appeal  must  be  addressed  to  {lie  United 
States  Board  of  Tax  Appeals,  Washington,  D.  C.,  and  must 
be  mailed  in  time  to  reach  that  Board  within  the  60-dav 
period. 

Where  a  taxpayer  has  been  given  an  opportunity  to  ap¬ 
peal  to  the  Board  of  Tax  Appeals  and  has  ndt  done  so 
within  the  60  days  prescribed  and  an  assessment  has  been 
made,  or  where  a  taxpayer  has  appealed  and  an  Assessment 
in  accordance  with  the  final  decision  on  such  Appeal  has 
been  made,  no  claim  in  abatement  in  respect  of  any  part  of 
the  deficiencv  will  be  entertained. 


13 — 5098a 


i 
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KEKAHA  SUGAR  COMPANY,  LIMITED,  VS. 


If  you  acquiesce  in  this  determ’ nation  and  do  not  desire 
to  file  an  appeal,  you  are  requested  to  sign  tile  inclosed 
agreement  consenting  to  t lie  assessment  of  the  deficiency 
and  forward  it  to  the  Commissioner  of  Internal  Revenue, 
Washington,  D.  C.,  for  the  attention  of  IT:  OR :  D-60D- 
EFN.  In  the  event  that  you  acquiesce  in  a  part  of  the 
determination,  the  agreement  should  be  executed  with  re¬ 
spect  to  the  items  agreed  to. 

Respectfully, 

D.  H.  BLAIR, 

Commissioner, 

(Signed)  By  0.  R.  NASH, 

Assistant  to  the  Commissioner. 

Inclosures:  Statement,  Agreement — Form  A,  Schedules 
1  to  7,  inclusive. 

Form  7861 — Revised  Mav  1925.  2-13281. 

•-  7 

sp-5. 
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IT :  OR :  D-60D.  EFX 


Statement  of  Returns  Examined  and  Result  in y  ' Fax 

Liability. 

Returns  Examined. 

Company.  Year  Form 

The  Lihue  Plantation  Company, 

Limited,  Honolulu,  Hawaii  1920  1120  Consolidated 

1120  Consolidated 
Amended 

Waiahi  Electric  Company,  Lim¬ 
ited,  Honolulu,  Hawaii . 1920  1122 

Tax  Liabilitv. 

•/ 

Company.  Year.  Additional  tax. 

The  Lihue  Plantation  Company, 

Limited,  Honolulu,  Hawaii . 1920  $32,060.34 

The  request  contained  in  your  communication  dated  De¬ 
cember  23,  1925,  that  your  tax  liability  for  the  year  1920 
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ROBERT  H.  LUCAS,  COMMISSIONER,  ETC.  | 

be  re-determined  and  deduction  from  income  be  allowed 
resulting  from  the  accrual  of  Territorial  Incorrjie  Tax,  has 
been  granted.  A  re-determination  of  your  tax  liability  has 
resulted  in  the  above-stated  deficiency  in  the  amount  of  tax 

*  j 

heretofore  assessed.  The  adjustments  are  fully  explained 
in  the  attached  schedules  1  to  7  inclusive. 

Due  to  the  fact  that  the  statute  of  limitation:?  will  pres¬ 
ently  bar  anv  assessment  of  additional  tax  against  vou  for 
the  vear  1920,  the  Bureau  will  be  unable  to  afford  von  an 
opportunity  under  the  provisions  of  Treasury  Decision  3708 
to  discuss  vour  case  before  mailing  formal  notice  of  its 
determination  as  provided  by  Section  274  (a)  <j)f  the  Rev¬ 
enue  Act  of  1924.  Tt  is  necessary  at  this  time,  jin  order  to 
protect  the  interest  of  the  Government,  either  jo  make  an 
immediate  assessment  under  the  provisions  of  Section  274 
((])  of  the  Revenue  Act  of  1924  or  to  issue  a  formal  notice 
of  deficiency.  Therefore,  the  Bureau  has  elected  to  issue 
this  notice  of  deficiency  believing  it  will  be  more 

337  satisfactory  than  an  immediate  assessment. 

* 

A  carbon  copy  of  this  letter  and  schedules  has  been 
furnished  to  Mr.  C.  R.  Linden,  c/o  Alexander  and  Baldwin, 
Limited,  Honolulu,  Hawaii,  in  accordance  with  authority 
conferred  in  power  of  attorney  running  to  liiip  on  file  in 
this  office. 

338  The  Lilnie  Plantation  Company,  Limited,  Year 
ended  Dec.  31,  1920. 

Schedule  1. 

Net  Income. 

Consolidated  net  income  as  shown  in  Bureau 


letter  dated  October  6,  1925 . $1,482,325.68 

As  corrected  .  1,550,140.09 

Net  additions  . j  $67,814.41 

Additions:  (a)  Bonus  adjustment .  91,040.46 
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KEKAIIA  SUGAR  COMPANY,  LIMITED,  YS. 


Deductions : 


(b) 

(?) 


Depreciation  adjustment  $2,334.55 

Adjustment  of  Territorial  Income 

Tax .  20,891.50 


Total  deductions 


23,226.05 


Net  additions  as  above .  $67,814.41 

Schedule  2. 

Explanation  of  I  tons  Chan  and. 

(a)  Bonus  Adjustment  . .  $91,040.46 

It  is  held  bv  the  Bureau  that  the  Commissioner’s  letter 
dated  February  25,  1924,  did  not  refer  to  t Ik*  payment  of 
bonus  paid  with  respect  to  wages  chargeable  to  capital  im¬ 
provements.  Furthermore,  the  distribution  of  bonus  was 
based  on  the  amount  of  basic  wages  paid  the  recipients.  In 
the  distribution,  no  distinction  was  made  for  the  kind  oi' 
work  performed.  Consequently  a  laborer  engaged  in  mak¬ 
ing  improvements  to  plant  or  equipment  received  a  pro¬ 
portionate  part  of  the  bonus  for  this  service,  based  on  the 
basic  wage  paid.  This  additional  payment,  while  not  based 
on  the  particular  kind  of  work  performed,  was  in  considera¬ 
tion  of  such  work,  and  as  such  constituted  a  part  of  the 
cost  of  the  improvements,  just  as  much  as  the  basic  wage 
paid  therefor.  Bonus  paid  in  connection  with  the  construc¬ 
tion  of  improvements  or  betterments  should  be  treated  as 
part  of  the  cost  of  improvements  and  be  capitalized. 

The  Lihue  Plantation  Company,  Limited.  Year 
339  ended  December  31,  1920. 

( b )  Depreciation  adjustment .  $2,334.55 

On  account  of  the  adjustment  shown  under  (a)  above, 
the  depreciation  disallowed  in  bureau  letter  dated  October 
6,  1925  is  reversed. 

(c)  Adjustment  of  Territorial  Income  Tax  .  .  .  $20,891.50 

In  accordance  with  the  decision  of  the  bureau  that  the 
liability  for  income  tax  accrues  with  the  receipt  of  the  in¬ 
come  and  such  tax  should  therefore  be  accrued  at  the  close 
of  the  year,  the  following  adjustment  has  been  made: 


ROBERT  H.  LUCAS,  COMMISSIONER,  ETC. 
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Territorial  Income  Tax  accrued  December  31, 

1920  .  $45,156.80 

Territorial  Income  Tax  previously  allowed  as 
deduction  .  24,265.30 

— j - 

Difference,  additional  deduction .  $20,891.50 

Schedule  3. 


Invested  Capital. 

Consolidated  invested  capital  as  shown  in 

Bureau  letter  dated  October  6,  1925 . 

As  corrected  .  .  . . 


$4,127,216.15 

4,110,039.23 


Net  reductions  as  explained  below.  .  .  . 
Additions:  (b)  Adjustment  of  inadmissible 

deduction  . 

Reductions:  (a)  Adjustment  of  Ter¬ 
ritorial  Income  Tax,  accrued.  $24,265.30 
Total  reductions : .  24,265.30 

i 

— 

Net  reductions  as  above  . 


$17,176.92 

$7,088.38 


$24,265.30 

$17,176.92 


The  Liliue  Plantation  Company,  Limited.  Year 
340  ended  December  31,  1920. 

Schedule  4. 

Explanation  of  Items  Changed. 

(a)  Adjustment  of  Territorial  Income  Tax  $24,265.30 

The  explanation  of  adjustment  item  (c)  Schedules  1  and 
2  hereof  shows  that  the  Territorial  Income  Ta:|  constitutes 
an  accrued  liability- on  December  31.  The  following  adjust¬ 
ment  is  therefore,  required: 


Territorial  Income  Tax  to  be  accrued  Decem¬ 
ber  31,  1919 . 

Amount  previously  accrued  or  deducted  .  .  . 

Amount  to  be  deducted  in  the  compu¬ 
tation  of  invested  capital . 

(b)  Adjustment  of  inadmissible  deduction.  . 


$24,265.30 


none 


$24,265.30 

$47,246.92 
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The  following  computation  shows  the  adjustment  re¬ 
quired  on  account  of  inadmissible  deduction: 

Average  total  assets .  $6,628,242.92 

Average  total  inadmissible  assets .  1 ,936,294.39 

Percentage  of  inadmissible  to  total  assets  29.212 r/< 

Invested  capital  before  inadmissible  deduction  5,806,124.24 


Deduction  ($5,806,124.24  x  .29212)  equals  .  .  $1,696,085.01 
Amount  previously  deducted  .  1,703,173.39 


Difference  restored  to  invested  capital 


Schedule  5. 


Proof  of  Invested  Capital . 


Capital  stock 
Surplus  .  .  . 


$3,000,000.00 

3,370,995.95 


Total  . i, .  $6, 370,995.95 

The  Liliue  Plantation  Company,  Limited.  Year  end- 


341  ed  December  31,  1920. 

Total  (brought  forward) 

Reductions : 


Bonus  payments  adjusted 

Sugar  in  transit . 

Income  taxes  prior  to  1919  un¬ 
paid  . 

Dividends  paid  out  of  surplus . 
Income  and  profits  tax  for  1919 

accrued  . . . 

Inadmissible  deduction . 


$314,198.13 

36,312.26 

56,923.80 

57,295.07 

100,142.45 

1,696,085.01 


2,260,956.72 


Total  (Deduct  from  above) 


As  shown  on  Schedule  No.  3 


$4,110,039.23 


KOBEirr  n.  lucas,  commissioner,  etc. 
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Schedule  6.  j 

Computation  of  Excess-Profits  Credit .j 

( Consolidated  net  income  taxable  year 

( Schedule  1 ) .  $1,550,140.09 

Consolidated  invested  capital  taxable  year 

(Schedule  3) .  4,110,039.23 

Excess-Profits  Credit. 

8%  of  invested  capital  for  taxable  year .  ^328,803.14 

Exemption  .  j  3,000.00 


Excess-profits  credit .  $331,803.14 

342  The  Liliue  Plantation  Company,  Limited,  Year 

Ended  December  31,  1920. 


Schedule  7. 

Cotn  put  at  ion  of  Total  'Tax  (1920). 
Excess-profit s  tax. 


Income.  1 

Xet  income  for  taxable  year  .  .  .$1,550,140.09 
Less  excess-profits  credit .  331,803.14 


Tax. 


Balance  .... 

Taxable  at  20%  . 

Taxable  at  40%  . 


$1,218,336.95 


$490,204.71  $98,040.94 

728,132.24  j  291,252.90 


$1,218,336.95 


$389,293.84 
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Income  Tax. 

Xet  income  for  taxable  year  .  .  $1,550,140.09 

Less: 

Interest  on  obliga¬ 
tions  of  United 
States  not  exempt  $5,419.94 
Excess-profits  tax.  .  389,293.84 
Exemption  .  2,000.00  396,713.78 


Taxable  at  10% 


$1,153,426.31  $1 1 5,342.63 


Total,  excess-profits,  and  income  taxes.  504,636.4/ 
Previously  assessed.  : .  472,576.13 

Additional  tax  to  be  assessed .  $32,060.34 


o  4  O 

»>-+•> 


Treasury  Department,  Washington. 


Office  of  Commissioner  of 


Internal  Revenue. 


Feb.  5,  1926. 

IT  :CH  :D-60D.  EFN. 

.Mr.  C.  11.  Linden, 

c  o  Alexander  and  Baldwin,  Limited, 

Honolulu,  Hawaii. 

Sir  : 


There  is  enclosed  a  carbon  copy  of  a  letter  of  this  date 
addressed  to  the  taxpayer  whose  name  and  address  are 
given  below.  This  copy  is  furnished  in  accordance  with  the 
authority  conferred  upon  you  by  the  taxpayer  to  whom  the 
original  letter  has  been  mailed. 


Respectfullv, 

C.  R.  NASH, 

Assistant  to  the  Commissioner , 
(Sgd.)  By  P.  D.  BANNING. 

Chief  of  Section. 

Enclosure:  Copy  of  letter. 

Name  and  address  of  taxpayer:  The  Liliue  Plantation 
Company,  Limited,  c/o  American  Factors,  Limited,  Hono¬ 
lulu,  Hawaii. 

(1155M.) 
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344  (1639M.)  Form  NP-2. 

Linden  Exhibit  No.  4 
Treasury  Department,  Washington.  j 

Mar.  26'  1925. 

Office  of  Commissioner  of  Internal  Revenue. 

Address  reply  to  Commissioner  of  Internal  Revenue  and 
refer  to  IT:CR:D.  EFN-60D. 

Received  Apr.  7, 1925.  Ans. - , - . 


Makee  Sugar  Company,  Ltd., 
c/o  American  Factors,  Ltd., 

Honolulu,  T.  II. 

Sirs: 

An  examination  of  your  income  tax  returns  together  with 
the  information  heretofore  submitted  for  the  year  jl 920  has 
been  made,  resulting  in  a  deficiency  in  tax  of  $15,^01.68  as 
outlined  in  attached  statement  and  accompanying  schedules. 

In  accordance  with  the  provisions  of  Section  274  of  the 
Revenue  Act  of  1924,  vou  are  allowed  60  davs  from  the  date 


of  this  letter  within  which  to  file  an  appeal  to  the  $oard  of 
Tax  Appeals  contesting  in  whole  or  in  part  the  correctness 
of  this  determination. 


Where  a  taxpayer  has  been  given  an  opportunity  to  ap¬ 
peal  to  the  Board  of  Tax  Appeals  and  has  not  done  so  within 
the  60  days  prescribed  and  an  assessment  has  beqn  made, 


or  where  a  taxpayer  has  appealed  and  an  assessment  in  ac¬ 
cordance  with  the  final  decision  on  such  appeal  lias  been 


made,  no  claim  in  abatement  in  respect  of  any  payt  of  the 
deficiency  will  be  entertained. 

If  you  acquiesce  in  this  determination  and  do  not  desire 
to  tile  an  appeal,  you  are  requested  to  sign  the  enclosed 
agreement  consenting  to  the  assessment  of  the  deficiency 
and  forward  it  to  the  Commissioner  of  Internal  Revenue, 


Washington,  D.  C.,  for  the  attention  of  IT  :CR  dD-E^N-bOD. 
In  the  event  that  you  acquiesce  in  a  part  of  the  dejermina- 
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lion,  Ihe  agreement  should  he  executed  with  respect  to  the 


items  agreed  to. 

Respectfully, 

I 


( Sgd. ) 


D.  H.  BLAIR, 

Commissioner , 

Bv  J.  G.  BRIGHT, 

•/  • 

Deputy  Commissioner. 


Enclosures:  Statements,  Agreement — Form  A,  Schedules 
1  to  6,  inclusive. 

345  Form  A. 


In  re  Makee  Sugar  Company,  Ltd.,  c/o  American  Factors, 

Ltd.,  Honolulu,  T.  H. 

Treasury  Department,  Bureau  of  Internal  Revenue. 


Form  7858 — Aug.,  1924. 

Agreement  Consenting  to  Assessment  of  a  Deficiency. 


The  undersigned  taxpayer  hereby  waives  the  right  of  ap¬ 
peal  under  Section  274  (a)  of  the  Revenue  Act  of  1924  with 
respect  to  the  items  listed  below*  and  consents  to  the  imme¬ 
diate  assessment  of  the  deficiency  in  tax  resulting  therefrom. 
These  items  are  included  in  a  deficiency  in  tax  aggregating 
$15,501.68  as  indicated  by  letter  from  the  Commissioner  of 

Internal  Revenue,  Washington,  D.  C.,  dated - , - , 

bearing  the  symbols  IT :CR :D  :EFN-60D,  or  as  indicated  in 
the  report  of  the  Revenue  Agent  in  Charge  at - ,  dated 


(Attach  additional  sheets  if  necessary.) 
[seal.  |  (Name:) 


Date: - , 


(Address:) 
By - 


♦Where  the  taxpayer  consents  to  the  assessment  of  the  entire  amount 
of  the  deficiency  shown  by  the  letter  from  the  Commissioner  or  as  indicated 
in  the  report  of  the  Revenue  Agent  in  Charge,  the  items  need  not:  be  listed ; 
reference  may  be  made  to  the  letter  or  report 
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Note. — Tliis  agreement  is  subject  to  the  approval  of  the 
Commissioner  and  is  not  an  agreement  as  provided  under 
Section  1006.  Revenue  Act  of  1924. 


Government  Printing  Office.  c2-13223. 
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Form  A. 


In  re  Makee  Sugar  Company,  Ltd.,  c/o  American  Factors 

Ltd.,  Honolulu,  T.  H.  j 

Treasury  Department,  Bureau  of  Internal  Revenue. 

Form  7858 — Aug.,  1924. 

Agreement  Consenting  to  Assessment  of  a  Deficiency. 

The  undersigned  taxpayer  hereby  waives  the  right  of  ap¬ 
peal  under  Section  274  (a)  of  the  Revenue  Act  of  1924  with 
respect  to  the  items  listed  below*  and  consents  to  the  imme¬ 
diate  assessment  of  the  deficiency  in  tax  resulting  there¬ 
from.  These  items  are  included  in  a  deficiency  in  tax  ag¬ 
gregating  $15,501.68  as  indicated  by  letter  from  ^lie  Com¬ 
missioner  of  Internal  Revenue,  Washington,  D.  |C.,  dated 

- , - ,  bearing  the  symbols  IT  :CR:D  :EFX-60D,  or 

as  indicated  in  the  report  of  the  Revenue  Agent  in  Charge 
at - ,  dated - , - . 


This  copy  to  be  retained  by  taxpayer. 

(Attach  additional  sheets  if  necessary.) 

[seal.]  (Name:) - — , 

(Address:)  — - , 

By - K 

Date: - , - . 

Note. — This  agreement  is  subject  to  the  approval  of  the 
Commissioner  and  is  not  an  agreement  as  provided  under 
Section  1006,  Revenue  Act  of  1924.  ! 

Government  Printing  Office.  c2-13223. 

bab-6. 

— 

♦Where  the  taxpayer  consents  to  the  assessment  of  the  entir^  amount  of 
the  deficiency  shown  by  the  letter  from  the  Commissioner  or  as  indicated 
in  the  report  of  the  Revenue  Agent  in  Charge,  the  items  need  nc[t  be  listed: 
reference  may  l>e  made  to  the  letter  or  report. 
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347  IT  :CR  :D.  EFN-60D. 

Statement  of  Returns  Examined  and  Resulting  Tax  Lia¬ 
bility. 

Returns  Examined. 


Company.  i 

Makee  Sugar  Company,  Ltd., 
Honolulu,  T.  II . 


Year. 


Forms. 


1920  1120  Consolidated 
1120  “  amended 


Subsidiary  companies  included  in  above  consolidated  re¬ 
turns:  Olohena  Land  Company,  Ltd.,  Kapaa  Land  Com¬ 
pany,  Ltd.,  Moloaa  Land  Company,  Ltd.,  East  Kaui  Water 
Company,  Ltd.  (not  operating  in  1920). 

Tax  Liability. 

Company.  Year.  Additional  tax. 

* 

Makee  Sugar  Company,  Ltd.,  Hono¬ 
lulu,  T.  H . ! .  1920  $15,501  08 


Your  protest  dated  February  3,  1925,  against  your  tax 

liabilitv  lor  the  veaii  1920  as  shown  in  Bureau  letter  dated 
»  % 

January  15,  1925,  has  been  carefully  considered.  Exam¬ 
ination  of  your  protest  together  with  the  information  on 
!ile  in  the  Bureau  discloses  a  deficiency  in  tax  in  the  amount 
stated  above.  The  adjustments  producing  the  deficiency  in 
tax  are  fully  explained  in  the  Revenue  Agent’s  Report 
dated  October  22,  1923,  copy  of  which  was  furnished  you, 
Bureau  letter  dated  January  15,  1925,  and  the  attached 
schedules  1  to  6  inclusive. 


Relative  to  your  protest  for  an  additional  deduction  from 
income  in  the  amount  of  $214,148.32  as  representing  a  statu¬ 
tory  loss  on  the  disposal  of  1215  shares  of  capital  stock  of 
the  Sugar  Factors  Company,  Ltd.,  you  are  advised  that  the 
hypothetical  value  assigned  to  the  shares  of  stock  of  the 
Sugar  Factors  Company,  Ltd.,  held  by  you  on  March  1, 1913, 
and  claimed  to  have  been  sold  on  December  31,  1920,  can¬ 
not  be  held  to  establish  the  market  value  of  this  stock  on 
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March  1, 1913.  In  the  absence  of  any  information  as  to  the 
actual  market  value  of  this  stock  on  March  1,  1913,  the  only 
basis  upon  which  gain  or  loss  can  be  computed  is  the  actual 
cost  of  these  shares  to  you.  The  evidence  before  the  Bu¬ 
reau  shows  Unit  a  considerable  portion  of  this  stock  jwas  sold 
at  par  ($100.00  per  share),  subsequent  to  March  1, 

348  1913.  All  of  the  stock  sold  prior  to  March,  1,  1913, 
appears  to  have  been  sold  at  par.  Furthermore,  the 

evidence  before  the  Bureau  shows  that  some  of  tfie  stock 
sold  on  December  31,  1920,  was  purchased  at  $6p.00  per 
share.  The  Bureau  is,  therefore,  unable  to  concede  your 
contention  that  in  the  disposal  of  1,215  shares  of  this  stock 
you  sustained  a  deductible  loss  of  $214,148.32  in  excess  of 
the  amount  allowed.  In  the  computation  of  the  amount  of 
loss  allowed  the  amount  of  $40.00  per  share  has  Men  used 
as  the  value  received  by  you. 

349  Makee  Sugar  Company,  Ltd.,  Year  Ended  jDec.  31, 

1920. 

Schedule  1. 

Consolidated  Net  Income ,  1920 

Yet  Income  as  Shown  in  Bureau  Letter  Dated  January  15, 

1925.  ! 

Makee  Sugar  Company,  Ltd. 

Ololiena  Land  Company,  Ltd. 

Kapaa  Land  Company,  Ltd.. 

Moloaa  Land  Company,  Ltd. 

Total  .  $636,683.39 

Consolidated  net  income  for  excess  profits  tax 
purposes  .  $63p, 683.39 

I 

Schedule  2.  j 


Consolidated  Invested  Capital,  1920 

As  shown  in  Bureau  letter  dated  January  15, 

1925  .  $3,032,847.47 

As  corrected  .  3,100,204.97 

671,357.50 


Net  increase  as  explained  below 
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Increases:  (a)  Capital  Stock  of  affiliated  com¬ 


panies  .  $70,000.00 

Decreases:  (b)  Adjustment  of  inadmissible 
deduction  . : .  2,642.50 


Net  increase  as  above .  $67,357.50 

350  Makee  Sugar  Company,  Ltd.,  Year  Ended  Dec.  31, 

1920. 

Schedule  3. 

Explanation  of  Items  Changed. 

(a)  Capital  stock  of  affiliated  companies  .  $70,000.00 

Upon  receipt  of  your  protest  against  the  Bureau’s  ruling 
that  the  following  companies  were  affiliated  in  a  Class  A 
consolidation,  the  evidence  has  been  reviewed  and  the  rul¬ 
ing  has  been  revised: 

Makee  Sugar  Company,  Parent. 

Kapaa  Land  Company,  Subsidiary, 

Olohena  Land  Company,  “ 

Moloaa  Land  Company,  “ 

The  revised  ruling  places  the  above-named  companies  in 
a  Class  B.  consolidation  for  the  year  1920.  The  capital 
stock  of  the  above-named  subsidiary  companies  is,  there¬ 
fore,  restored  to  invested  capital. 

(h)  Adjustment  of  inadmissible  deduction  2,642.50 

The  following  detail  shows  the  computation 
of  inadmissible  deduction: 


Average  total  assets  for  year . $3,759,132.28 

Average  total  inadmissible  assets  for  year  .  .  141,932.96 
Percentage  of  inadmissible  to  total  assets.  .  .  .  3.775% 

Invested  capital  before  inadmissible  deduction  3,221,829.02 


Deduction  ($3,221,829.02  X  .03775)  equals  .  .  $121,624.05 

Amount  previously  deducted .  118,981.55 


Additional  deduction  .  $2,642.50 
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351  Makee  Sugar  Company,  Ltd.,  Year  Ended  Dec.  31, 

1920.  j 

Schedule  4. 

Proof  of  Invested  Capital.  j 

Capital  Stock  .  $570,000.00 

Surplus  . .  2,6^4,356.02 


Total,  corrected  balance  sheet  begin¬ 
ning  of  year  . 

Additions:  Overassessment  of  1918  taxes.  .  .  . 


$3,2& 


14,356.02 

6,303.92 


Total  . $3,340,659.94 

Reductions:  Net  additional  taxes 

prior  to  1/1/18.  .  .  .  $29,372.78 
1919  tax  prorated  .  .  89,458.14 

Inadmissible  deduc¬ 
tion  .  121,624.05 


Total  (deduct  from  above) .  24b, 454.97 


As  shown  on  Schedule  No.  2 . $3,100,204.97 

1 

Schedule  5.  j 

I 

i 

Computation  of  Excess-Profits  Credit,  j 

Consolidated  net  income  taxable  year  (Sched-  i 

ule  1)  .  $636,683.39 

Consolidated  invested  capital  taxable  year 
(Schedule  2)  .  3,100,204.97 

I 

Excess-profits  Credit. 

8%  of  invested  capital  for  taxable  year .  $24^,016.40 

Exemption  .  3,000.00 


Excess-profits  credit  .  $251'016.40 
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352  Makee  Sugar  Company,  Ltd.,  Year  Ended  Dec.  31, 

1920. 


Schedule  6. 


Computation  of  Total  Tax ,  1920. 


Excess-profits  Tax. 

Income. 


Net  income  for  taxable  year 
Less  excess-profits  credit 


$636,683.39 

251,016.40 


Tax. 


Balance 


$385,666.99 


Taxable  at  20% 
Taxable  at  40%  . 


$369,024.59 

16,642.40 


$385,666.99 
Income  Tax. 

Net  income  for  taxable  year.  .  .  .  $636,683.39 
Less : 

Excess-profits 

tax  .  $80,461.88 

Exemption  2,000.00 

-  82,461.88 


$73,804.92 

6,656.96 


$80,461.88 


Taxable  at  10%  .  $554,221.51  55,422.15 

Total,  excess-profits  and  income  taxes  $135,884.03 
Previously  assessed  .  120,382.35 

Additional  tax  to  be  assessed  .  $15,501.68 

353  Form  NP-3. 

Linden  Exhibit  Xo.  5. 


Treasury  Department,  Washington. 

Office  of  Commissioner  of  Internal  Revenue. 

Address  replv  to  Commissioner  of  Internal  Revenue  and 
refer  to  IT  :CR:D.  EFX. 
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Feb.  2|5,  1926. 

The  Koloa  Sugar  Company, 

c/o  American  Factors,  Limited, 

Honolulu,  Hawaii. 

Sirs: 

In  accordance  with  the  provisions  of  Section  ^75  (d)  of 
the  Revenue  Act  of  1924,  there  has  been  assessed  against 
you  an  income  and  profits  tax  amounting  to  $267.81  for  the 
taxable  year  1920,  the  details  of  which  are  set  forth  in  the 
attached  statements. 

Under  the  provisions  of  Section  279  (a)  of  this  Act  you 
have  the  right  to  file  with  the  Collector  of  Internal  Rev¬ 
enue,  within  ten  days  after  notice  and  demand  for!  payment, 
a  claim  for  abatement  of  this  tax  or  any  part  thereof.  The 
claim  should  have  attached  to  it  all  evidence  and  ftata  upon 
which  you  rely  in  support  thereof,  and  should  be  accom¬ 
panied  bv  a  bond  not  exceeding  double  the  ainoilnt  of  the 
claim,  with  such  sureties  as  the  Collector  deems  necessary. 


When  the  claim  is  received  bv  the  Collector  it  will  be  trans- 

%/ 

mitted  to  the  Commissioner  of  Internal  Revenue,  Washing¬ 
ton,  D.  C.,  who  will  notify  you  of  the  action  taken. 


Respectfully, 


D.  H.  BLAIR, 
Commi 


sioner. 


(Sgd.)  By  P.  I).  BANNING, 

Chief  of  Section. 

Inclosures:  Statements,  Schedules  1  to  8,  incl. 

Form  7862-Aug.,  1924.  Government  Printing  pffice.  2- 
13226.  "  '  ! 

354  IT  :CR  :D.  EFN.  ! 

Statement  of  Returns  Examined  and  Resulting  Tax 

Liability . 

Returned  Examined. 

Company.  Year.  Foilm. 

The  Koloa  Sugar  Company, 

Honolulu,  Hawaii  . 1920  1120  Consolidated 

Pa  a  Agricultural  Company, 

Honolulu,  Hawaii  . 1920  1122 

14 — 5098a 


210 


KEKAHA  SUGAR  COMPANY,  LIMITED,  VS. 


Tax  Liability. 


Company. 

The  Koloa  Sugar  Company, 


Additional 
Year.  tax. 


Honolulu,  Hawaii .  .  . 1 . 1920  < 


^£>7 '.?! 


The  request,  contained  in  your  communication  dated  De¬ 
cember  23, 1925,  that  vour  tax  liability  for  the  vear  1920  be 
redetermined  and  deduction  from  income  be  allowed  result¬ 
ing  from  the  accrual  of  Territorial  Income  Tax,  has  been 
granted.  A  recomputation  of  your  tax  liability  resulted  in 
the  above  stated  additional  tax.  The  adjustments  are  fully 
explained  in  the  attached  Schedules  1  to  8. 

A  carbon  copy  of  this  letter  and  Schedules  has  been  fur¬ 
nished  Mr.  C.  R.  Linden  in  accordance  with  the  authoriza¬ 
tion  contained  in  your  power  of  attorney  running  to  him 
which  is  on  file  in  this  office. 

355  The  Koloa  Sugar  Compay,  Vear  Ended  December 

31,  1920. 


Schedule  1. 


Net  Income. 

Net  Income  as  disclosed  bv  Bureau  letter  dated 


October  8,  1925  .  $585,120.27 

As  corrected  .  583,424.65 

Net  Deductions  .  $1,695.62 


Schedule  2. 

Explanation  of  Items  Changed. 

( a )  Adjustment  of  Territorial  Income  Tax.  .  .  $1,695.62 

It  is  held  by  the  Bulreau  that  the  provisions  of  the  Ha¬ 
waiian  Income  Tax  Law  relative  to  the  determination  of 
Taxable  income,  upon  which  the  tax  is  computed,  are  sub¬ 
stantially  the  same  as  the  provisions  of  the  Federal  Income 
Tax  Law.  In  connection  with  the  tax  under  Federal  Income 
Tax  Law  it  has  been  consistently  held  by  the  Bureau  that 
the  tax  on  income  accruing  during  a  given  year  also  accrues 
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in  such  a  year  and  that  where  a  taxpayer  k^eps  its  books 
and  renders  its  returns  on  the  accrual  basis,  if  is  entitled  to 
treat  such  taxes  as  accrued  during  the  taxable  year.  Inas¬ 
much  as  your  books  are  kept  and  your  returns  have  been 
rendered  on  the  accrual  basis,  the  Territorial  Income  Tax 
for  the  year  1920  is  allowed  as  deduction  in  the  computation 
of  vour  taxable  income.  The  Tax  as  accrued!  has  been  ad- 
justed  in  accordance  with  the  information  contained  in 
your  return  for  1921.  j 

Territorial  Income  tax  for  1920,  accrued  Decem¬ 
ber  31,  1920  . I.  $13,461.72 

Less  Amount  of  tax  overstated .  790.00 

Territorial  Income  Tax  previously  allowed  31s 
deduction  . 1 .  10,976.10 


Additional  deduction  allowed  . i.  $1,695.62 

Schedule  3. 

Consolidated  Net  Income ,  1920. 

Net  Income  as  Corrected. 


The  Koloa  Sugar  Company  .  . 
Paa  Agricultural  Company  . 


$583,424.65 

1,118.24 


Total  . $584,542.89 

Consolidated  net  income  for  excess  profits  tax  I 
purposes  . '$584,542.89 


356  The  Koloa  Sugar  Company,  Year  Ended  December  31, 

1920*. 

Schedule  4. 


In  vested  Capital. 


Consolidated  invested  capital  as  shown  in 

Bureau  letter  dated  October  8,  1925  .  $11786,005.80 

As  corrected  .  1^775, 422.49 


Net  reductions  as  explained  below. 


$10,583.31 
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Additions:  (h)  Adjustment  of  inadmissible 

deduction  .  392.79 

Reductions:  (a)  Adjustment  of  ter¬ 
ritorial  Income  Tax  . $10,976.10 

Total  reductions  .  .  .  .1 .  10,976.10 


Xet  reductions  as  above  .  $10,583.31 

Schedule  5. 

Explanation  of  Items  Changed. 

(a)  Adjustments  of  Territorial  Income  Tax  $10,976.10 

In  accordance  with  the  adjustment  shown  and  explained 
below  Schedule  1  and  2  hereof  the  Territorial  Income  Tax 
for  the  year  1919  is  accrued  on  December  31,  1-919,  and 
therefore  deducted  from  invested  capital,  the  same  not  be¬ 
ing-  previously  treated  as  a  liability  on  December  31,  1919. 

(/>)  Adjustment  of  inadmissible  deduction.  .  .  $392.79 

Average  total  assets  as  previously  adjusted  2,173,672.80 

Average  total  inadmissible  assets .  77,786.88 

Percentage  of  inadmissible  to  total  assets  .  3.5786% 

Invested  capital  before  inadmissible  deduc¬ 
tion  . .  1,841,315.82 

Inadmissible  deduction  ($1,841,315.82  x 

.035786)  equals  .  65,893.33 

Amount  previouslv  deducted .  66,286.12 


357  The  Koloa  Sugar  Company,  Year  Ended  December 

31,  1920. 

Schedule  6. 

Proof  of  Invested  Caj)ital. 


Capital  stock  .  $1,000,000.00 

Surplus  . 771,459.37 

Reserves  for  Taxes  .  .  132,000.00 


Total 


$1,903,459.37 
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Reductions : 

Dividends  prorated  . $19,098.34 

1919  income  and  profits  taxes 

prorated  .  43,045.21 

Inadmissible  deduction  .  65,893.33 

Total  (deduct  from  above)  .  1 28,036.88 

_ 1 _ 

As  shown  on  Schedule  #4  . $1,(75,422.49 

i 

! 

Schedule  7.  j 

Computation  of  Excess-profits  Credit. 

Consolidated  net  income,  taxable  year 

(Schedule  3)  .  $  584,542.89 

Consolidated  invested  capital  taxable  vear 

(Schedule  4)  . * .  1,^75,422.49 

Excess-profits  Credit. 

8 (/(  of  invested  capital  for  taxable  year .  142.033.S0 

Exemption  .  |  3,000.00 


Excess  profits  credit .  $1  '45,033.80 

i 

Schedule  S. 

< 'oiu  put  at  ion  of  Total  Tax,  11  >20. 

Excess-profits  Tax. 


Income. 

Net  income  for  taxable  year .  $5S4,542.S9 

Less  excess  profits  credit .  145,033.80 


Balance  . 


$439,509.0^ 


358  Taxable  at  20% .  $210,050.70  |  $42,010.14 

Taxable  at  40% .  229,458.39  j  91,7S3.36 


$439,509.09  $133,793.50 


Income  Tax. 


Net  income  for  taxable  year .  $5^^,542.89 

Less : 

Excess  profits  tax .  $133,793.50 

Exemption  .  2,000.00 

-  135,793.50  | 

Taxable  at  10% .  $448,749.39  |  $44,S74.94 

Total  excess  profits  and  income  taxes .  ^178,668.44 


214 


KEKAHA  SUGAR  COMPANY,  LIMITED,  VS. 


Previously  Assessed. 

Original  tax  Account  $41.470 .  $112,639.44 

Additional  tax.  December  1923.  Fajxe  o.  Line  4....  6*5.761.19 


Additional  tax  to  l>e  assessed . 


$178,400.6.3 

$267.81 


Linden  Exhibit  No.  6. 
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Form  XP-2. 


Treasury  Department,  Washington 
Office  of  Commissioner  of  Internal  Revenue. 


Nov.  25,  1925. 

Address  replv  to  Commissioner  of  Internal  Revenue  and 
refer  to  IT:CR:A.  EFB— GOD. 

(Referred  to  JPC.  Received  Dec.  8,  1925.  Answered 
by - .  Date : - , - .) 

sirs  : 

An  examination  of  your  income  and  profits  tax  returns 
and  of  your  hooks  of  account  and  records  discloses  addi¬ 
tional  tax  for  1918  of,  $1,534.69,  for  1919  of  $4,839.21  and 
for  1920  of  $161,432.52,  a  total  of  $167,806.42  as  shown  by 
the  attached  statement  and  accompanying  schedules. 

In  accordance  with  the  provisions  of  Section  274  of  the 
Revenue  Act  of  1924,  you  are  allowed  60  days  from  the  date 
of  mailing  of  this  letter  within  which  to  file  an  appeal  to  the 
United  States  Board  of  Tax  Appeals  contesting  in  whole  or 
in  part  the  correctness  of  this  determination. 

Where  a  taxpayer  has  been  given  an  opportunity  to  ap¬ 
peal  to  the  United  States  Board  of  Tax  Appeals  and  has  not 
done  so  within  the  60  days  prescribed  and  an  assessment 
has  been  made,  or  where  a  taxpayer  has  appealed  and  an  as¬ 
sessment  in  accordance  with  the  final  decision  on  such  ap¬ 
peal  has  been  made,  no  claim  in  abatement  in  respect  of  any 
part  of  the  deficiency  will  be  entertained. 

If  you  acquiesce  in  this  determination  and  do  not  desire 
to  file  an  appeal,  you  are  requested  to  sign  the  inclosed 
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agreement  consenting  to  the  assessment  of  the  deficiency 
and  forward  it  to  the  Commissioner  of  Internal  Revenue, 
Washington,  D.  C.,  for  the  attention  of  IT  :CR  :A-EFB-60D. 
In  the  event  that  you  acquiesce  in  a  part  of  the!  determina¬ 
tion,  the  agreement  should  be  executed  with  respect  to  the 
items  agreed  to. 

Respectfully, 

D.  H.  BLjAIR, 

Commissioner. 

( Sgd. )  By  C.  R.  NASH, 

Assistant  to  the  Commissioner. 


Inclosures:  Statements,  Agreement — Form  A,  Schedules 
1  to  6,  Inclusive. 

Form  7861 — Aug.,  1924.  2-13281.  Government  Printing 
Office. 

Form  A. 

i 

360  Treasury  Department,  Bureau  of  Internal  Revenue. 
Form  7858 — Auer.,  1924. 


McBrvde  Sugar  Company,  c/o  Alexander  and  Baldwin 
Limited,  Stangenwald  Building,  Honolulu,  T.  H. 

Agreement  Consenting  to  Assessment  of  a  Deficiency. 

The  undersigned  taxpayer  hereby  waives  the  right  of 
appeal  under  Section  274  (a)  of  the  Revenue  Act  of  1924 
with  respect  to  the  items  listed  below*  and  consents  to  the 
immediate  assessment  of  the  deficiency  in  tax  resulting 
therefrom.  These  items  are  included  in  a  deficiency  in  tax 
aggregating  $167,806.42  as  indicated  by  letter  from  the  Com¬ 
missioner  of  Internal  Revenue,  Washington,  D.  C.,  dated 
- ,  - ,  bearing  the  symbols  IT  :CR  :A-EjPB,  or  as 


♦Where  the  taxpayer  consents  to  the  assessment  of  the  eipire  amount 
of  the  deficiency  shown  by  the  letter  from  the  Commissioneit  or  as  indi¬ 
cated  in  the  report  of  the  Revenue  Agent  in  Charge,  the  iteps  need  not 
be  listed :  reference  may  be  made  to  the  letter  or  report. 
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indicated  in  the  report  of  the  Revenue  Agent  in  Charge 
at - ,  dated - , - . 


[seal.] 

(Attach  additional  sheets  if  necessary.) 


(Name:) 


(Address :) 

Date  .  Bv - 

* 


Note. — This  agreement  is  subject  to  the  approval  of  the 
Commissioner  and  is  not  an  agreement  as  provided  under 
Section  1006,  Revenue  Act  of  1924. 


Government  Printing  Office. 

o 


c2-13223. 


Form  A. 


361  Treasury  Department,  Bureau  of  Internal  Revenue. 

Form  7858 — Aug.,  1924. 

McBryde  Sugar  Company,  c/o  Alexander  and  Baldwin, 
Limited,  Stangemvald  Building,  Honolulu,  T.  H. 

Agreement  Consenting  to  Assessment  of  a  Deficiency. 

The  undersigned  taxpayer  hereby  waives  the  right  of 
appeal  under  Section  274  (a)  of  the  Revenue  Act  of  1924 
with  respect  to  the  items  listed  below*  and  consents  to  the 
immediate  assessment  of  the  deficiencv  in  tax  resulting 
therefrom.  These  items  are  included  in  a  deficiencv  in  tax 
aggregating  $167,806.42  as  indicated  by  letter  from  the 
Commissioner  of  Internal  Revenue,  Washington,  D.  C., 
dated - , - ,  bearing  the  symbole  IT  :CR : A-EFB,  or 


♦Where  the  taxpayer  consents  to  the  assessment  of  the  entire  amount 
of  the  deficiency  shown  by  the  letter  from  the  Commissioner  or  as  indi¬ 
cated  in  the  report,  of  the  Revenue  Agent  in  Charge,  the  items  need  not 
be  listed :  reference  may  be  made  to  the  letter  or  report. 


ROBERT  H.  LUCAS,  COMMISSIONER,  ETC. 


217 


as  indicated  in  the  report  of  the  Revenue  Agent  in! Charge 
at - ,  dated - , - . 


[seal.] 

(Attach  additional  sheets  if  necessary.) 


Date: 


(Name:)  - 

(Address :) 
Bv - 


note. — This  agreement  is  subject  to  the  approval  of  the 
Commissioner  and  is  not  an  agreement  as  provided  under 
Section  1006,  Revenue  Act  of  1924. 

Government  Printing  Office.  c2-13223. 

This  copy  to  be  retained  by  taxpayer. 

362  IT  :CR :  A.  EFB-60D. 

Statement  of  Returns  Examined  and  Result  ing  Tax 

Liability. 

Returns  Examined.  ! 

Company.  Year.  Form. 

McBryde  Sugar  Company,  Honolulu,  T.  H. .  .  1918  1120 


Tax  Liabilitv. 


Company. 

McBryde  Sugar  Company, 
Honolulu,  T.  H . 


Total  . .  . 

15— 5098a 


Year. 

Form. 

H.. .  1918 

1120 

1919 

1120 

1920 

1120 

H...  1918 

1120 

1919 

1120 

1920 

1120 

Year.  Additional  tax. 

1918  4 

1,534.69 

1919 

4,839.21 

1920  It 

il, 432.52 

i - 

.  $1^7,806.42 
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Ill  tlie  computation  of  the  additional  tax  indicated  above 
consideration  lias  been  given  to  the  contention  set  forth  in 
your  protest  dated  Oct.  19,  1925:  however,  the  Unit  holds 
that  where  returns  have  not  been  tiled  upon  the  correct 
basis  the  Statute  of  Limitations  does  not  apply. 

The  computation  of  the  additional  tax  is  shown  by  the 
attached  schedules. 

363  McBryde  Sugar  Company,  Year  Ended  December 

31,  i 920. 

Schedule  1. 

Net  Income. 

Xet  income  as  disclosed  bv  Bureau  letter 
dated  August  17,  1925 
As  corrected 


Addition  .  $9,980.12 

Addition:  (A)  Taxes1  9.980.12 


$1,025,777.63 
1 ,0.  >»),  /•)/./«) 


Schedule  2. 

Explanation  of  Items  Charujei]. 

(a)  Hawaiian  Territorial  income  taxes  levied  for  the 
year  1921  but  based  upon  1920  income  have  been  disallowed 
as  an  accrued  expense  for  the  year  1920  since  it  has  been 
determined  to  the  satisfaction  of  the  Commissioner  that 
such  taxes  are  in  fact  taxes  for  the  year  in  which  levied  and 
paid. 


Schedule  3. 

Consolidated  Xet  Income,  1920. 
Xet  income  as  Corrected. 


McBryde  Sugar  Company  .  $1,035,757.75 

Kauai  Electric  Company .  1,145.75 

Kauai  Railway  Company .  31,127.25 


Total  . I . $1,068,030.75 
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364  McBryde  Sugar  Company.  Year  Ended  December  31.  1920. 


Schedule  4. 


Computation  of  Total  Tax. 


Excess-pro  tits  Tax. 


Income. 


Tax. 


Net  income  for  taxable  year .  $1,06S,030.75  ! 

Less  excess-protits  credit  Bureau  letter  dated 
August  17,  1925 .  339,461.77 

Balance  .  $72$, 56$. 98  [ 

Taxable  at  20% .  501,692.63  j $100, 338. 51 

Taxable  at  40% .  226,876.35  j  90,750.54 


i  $391,069. 05 


Income  Tax. 


Net  income  for  taxable  year .  $1,068,030.75  i 

Less : 

Excess-profits  tax .  $191,089.05 

Exemption  .  2.000.00 

-  193,0S9.05 

Taxable  at  10% .  $879,941.70  $S7,494.17 

i - 

Total  tax .  $278,583.22 

Schedule  5. 


Allocation  of  Tax. 


Sufficient  tax  has  been  allocated  to  the  Kauail  Railway 
Company  to  offset  the  amount  already  assessed,  j 

Company. 

McBryde  Sugar  Company  .  $270,088.31 

Kauai  Railway  Company .  |  8,494.91 


i  8,494.91 
^78, 583.22 


KEKAIIA  SUGAR  CO.,  LTD.,  VS.  R.  H.  LUCAS.  ETC. 


365  McBryde  Sugar  Company ,  Year  Ended  December 

31,  1920. 

Schedule  6. 


Tax  Liability . 

Correct  tax,  McBrvde  Sugar  Company 
Tax  assessed,  account  #41519 . 


$270,088.31 

108,655.79 


Additional  to  be  Assessed:  Correct  tax,  Kauai 

$161,432.52 

Railway  Company  . 

Tax  assessed,  Account  #41507 .  .  . 
Additional  January  1924, 

.  .  $5,315.42 

8,494.91 

Page  3,  Line  7 . 

3,179.49 

7,41 J 

Additional  to  be  assessed 

None 

8,494.91 


IF  RETURN  IS  FOR 
calendar  yfar  1920 
FiLE  IT  WITH  THE 
COLLECTOR  OF  INTERNAL 
REVENUE  FOR  VOL’R 
DISTRICT  ON  OR  BEFORE 
MARCH  15,  1921 

IF  FOR  A  PERIOD  OTHER 
TRAN  A  CALENDAR 
YEAR  THE  RETURN 
SHOULD  BE  FILED  ON  OR 
BEFORE  THE  1STH  DAY 
OF  THE  THIRD  MONTH 
FOLLOWING  THE  CLOSE 
OF  SUCH  PERIOD 


Lt:  ian 


Pajjo  1  of  Return 


1  DO  NOT  VtR irt  IN  mis  SFAfT) 


Form  1120— UNITED  STATE'  I  \ Tl,C>.  AL  REVENUE  SERVICE 

I  CORPORATION  INCOME  AND  PROFITS  TAX  RETURN 

FOR  CALENDAR  YEAR  1920 

■ 

Or  for  period  begun . . . ,  19 _ ,  and  ended . . ,  19 


Lambed  by 
Audited  by 


If  tH*  n#t  in- 
com*  include* 
mmm  ilun  Jlll.CAO 
from  Govern* 
men t  con¬ 
tract*.  pro- 
core  from  the 
Collector  of 
Internal  Rev¬ 
enue  for  your 
dUtrict  Form 
1120  S.  execute 
and  file  the 
eame  aft  a  part 
of  this  return. 


(PRINT  PLAINLY  CORPORATION’S  NAME  AND  BUSINESS  ADDRESS) 

MAXEE  SUGAR  COMPANY 
c/o  A1CRICAS  FACTORS,  LIMITED. 


■-- !  $. 


j  CASH 
CHECK1 


FIRST  PAYMENT 


Gaahier’a  Stamp 


HONOLULU,  T.  H. 


;  *oj 

i  |  CERT.  ! 
;  of  IND. 


KIND  OF  BUSINESS. 


Growing  &  baring  sugar  ca no  &  manufacturing  A 


wiring -raw  ggggEj 


IS  THIS  A  CONSOLIDATED  RETURN?.. 


SCHEDULE  A— TAXABLE  NET  INCOME. 


GROSS  INCOME. 

1.  Grow  sales,  lew  returns  and  allowances _ _ „ _ .• . . . 

2.  Lees  cost  of  goods  sold,  exclusive  of  expenses,  repairs,  and  other  items  called  for  separately 

below  (from  Schedule  A2) . . . . 


s 

1 

1 

1 

...... 

.1*15. .  £09 .42. 


3.  Grow  income  from  operations  other  than  trading  or  manufacturing,  le«*  allowance*  (from  Schedule  .\3) . . . \ . . . 

4.  Taxable  interest  on  obligations  of  tbc  United  States  and  War  Finance  Corporation  Honda  (from  Form  1 1 25.  see  Schedule  j 

5.  Taxable  interest  from  all  other  sources  (from  Schodule  A5) . . . .  . . 

6.  Rentals _ _  _ _ _ _ _ ! _ i_ 

8.  Share  of  net  income  earned  by  personal  service  corporation  during  its  accounting  period  (whether  received  or  not) . 

9.  Dividends  on  stock  of  («)  foreign  corporations  (from  Schedule  All),  8 . ;  and  (b)  domestic  corjio  rations, 

except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  J,  1918.  § . . . .  Total _ 

• 

J.O.  Grom  incomo  from  all  other  sources  (not  including  any  amount  reported  in  Item  22,  below)  (from  Schodulo  A10). . 

Total  or  Items  1  to  10 - - - - - 

DEDUCTIONS. 

12.  Ordinary  and  necessary  expenses  (except  amounts  reported  in  Item  2  al>ove  or  called  for  separately  below)  (from  Schedule  I 

A 12) - - - - — . . . . . . A 


.57~JHSLtfL. 
_ LS5ZJUL. 


52.JjUl4.p4. 


“kJ.i5.Q5U 

I 

! 

SO j 


13.  Compensation  of  officers  (including  salaries,  commissions,  and  other  compensation  in  whatever  form  paid)  (from  Schedule  A 13) 

14.  Repairs  (including  labor,  supplies,  etc.)  (from  Schedule  A14) . . . . 

15.  Interest  (see  page  2  of  Instructions,  paragraph  9) . . . . . . 

16.  Taxes  (from  Schedule  A16) _ 

17.  Debts  ascertained  to  be  worthless  and  charged  off  within  tho  taxable  period  (from  Schodulo  A17) _ 

18.  Exhaustion,  wear  and  tear  (including  obsolescence)  (from  Schodulo  A18) _ _ 

19.  Depletion  (from  Schedule  A 19) _ _ _ 

20.  Total  or  Items  12  to  19 _ _ 

21.  Duterzncz  Between  Items  11  and  20 _ _ 


2  639  4^ 


20  T  S7$  -  51 
- b7IT2 

GyjVXZ  |“4T 


22.  Profit  or  loss  on  sales  of  capital  assets  and  miscellaneous  investments,  including  liquidating  dividends  (from  Schedule  A22)  J? _ 

23.  Losses  sustained  during  the  taxable  period  and  not  compensated  for  by  insurance  or  otherwise.  (From  Schedule  A23.)  1 

(Extend  tc  last  column  wnn  of  or  difference  between  Items  22  and  23) _ 


marrowy  327 


525...  48 


796  |402  1 09 

rrari  Isr'iir 

1  i 

2S7  '04s  32 


m,  yyimufl  ouiu  vi  vi  uuiLTvuw  wlwwu  uuu  . . . . . . . . . . . . I _ _ j _ , . w..; _ 1 _ _ _ ,u.%  * _ 1...,.^ _ 

24.  Net  incomo  for  taxable  period  exclusive  of  deductions  for  dividends  and  amortization  (sum  of  cr  difference  between  Items  21  and  23,  the  latter  as  extended).? _ 

25.  Dividends  on  stock  of  (a)  Ibrcign  corporations  taxable  by  the  United  States  on  thoir  net  incomes,  and  (6)  domestic  cor-  1  '  1  ’  1  '  '  1 

aulat 


po rations,  except  poroonal  service  corporations  from  earnings  accumulated  on  and  after  January  1,  1918.. 
?6.  Amortization  of  war  facilities  (from  Schedule  A2G)  (extend  total  of  Items  25  and  26) _ 


_ !$ _ ' . . . ! _ 


28. 

29. 


Net  Income  por  Taxable  Period  (difference  between  Items  24  and  26,  the  latter  as  extended — to  be  entered  as  Item  5,  Schedule  D) _ 

Less  deduction  provided  in  tho  first  paragraph  of  Section  23,  Merchant  Marine  Act  of  1920  (sec  page  1  of  Instructions,  paragraph  4) _ _ _ 


_ ! . ' _ !._. 


Net  income  of  a  corporation  owning  ships  engaged  in  foreign  trade  (amount  to  ho  used  only  in  computing  profits  tax  in  Schedule!)) . 8 _ 

SCHEDULE  B-INVESTED  CAPITAL. 


ivm. 


AMOUNT. 


1.  Capital,  eurplus,  and  undivided  profits  at  beginning  of  taxable  period  as  shown  by  books  (from  Schedule  E,  Item  11).. 

2.  Plus  adjustments  by  way  of  additions  (from  Schodule  F,  Item  4) _ _ _ _ .j - 

4.  Less  adjustments  by  way  of  deductions  (from  Schedule  G,  Item  7) . . . . . 

5.  Remainder _ _ _ _ _ _ _ 


I 

_ 8.. 


m  i  709  }4o 

4iyri5o,T3r 


1 


6.  Plus  or  minus  changes  in  invested  capital  during  taxable  period  (Net  Increase  or  Decrease  from  Schedule  If). - - 

7.  Total  (or  Remainder) _ _ _ 

8.  Less  deduction  on  account  of  inadmissible  assets  (from  Schedule  J) . . . . j - 

9^_Invr«ted_capital  for  taxable  period.  (If  return  is  for  a  period  lew  than  a  full  year,  sec  page  2  of  In-fru^tions.  paragraph  II) . — 

SCHEDULE  C— EXCESS  PROFITS  CREDIT. 


-I- 


555 

yr  07a 


1.  Eight  per  cent  of  invested  capital  for  taxable  period  (Item  9  cJ  Schedule  B) . 

2.  Exemption  (83,000)  (except  for  foreign  corporations)  _ _ 


3.  Excess  Profits  Credit  (Item  1  plus  Item  2).  (If  return  is  for  a  period  less  than  a  full  year,  sec  page  2  of  Instructions,  paragraph  11) . 

SCHEDULE  D— COMPUTATION  OF  TAXES. 


245  j  SQ*T|X5 
-yr  00000 
^  * 


I.  Bucxm. 


1.  Net  income,  net  in  .excess  of  20%  of  invested  capital. 

2.  Balance  of  net  income. _ _ _ _  ... 


3.  Totals  computed  under  Section  301(b) _ 


_ j* 


aH?  1 *•  gESSiSo" arru 

Kacic  Bracket.  3-  KKZUCia 


«»!  53510? 


11 _ _ ; 


*.  Balance  Soukct  to  Tax. 


248  |  604 

w 

— 

% 

J19 

La! 

- 

-24e^je94r^ 

v — - 

92 


s. 

Kate. 


6.  Axow!  or  Tax. 

34  I  744  |I8 


40% 


4.  Excws  Profits  Tax.  if  computed  under  Sections  302,  303,  304(c)  or  337  of  the  Revenue  Act  of  1018  (m-e  page.  2  of  Instructions,  paragraph  14) . .$ - - 


*.  Lew:  TaxaM*  Interest  on  obligation*  of 
Unit**!  Htotm  an' 1  War  Finance  Cor¬ 
poration  Bond*  Ulna*,  bctvdul*  A).. 
7  %tn*m  proflu  tax  (Haiti  1  or  4,  column 

4,  BeVdnt*  V)  or _ _ _ _ 

*  Excom  profit*  and  war  prnflu  taxra 
dura  14,  Form  I120H.  lorcth*  from 

OewanHsimt  contract*)  _ _ _ 

a.  K*' mpUnn*.  except  lor  Ujr'lZD  corporv 
ilnm.  4Z/A0  anion  return  b  for  leu 
'ban »  7**f  (%m  par*  2  of  Inalrnctlnaa, 
po'V'»oh  11) _ 


8.... 

— 

i 

2 

000 

00 

— 

8 _ 

“422 

535107 

36 

1 

1 

746  IS 

“tssi^sr; 

8 

11.  Tax  of  10%  on  Item  10. 

12.  Total  tax  (ru:m  3,  4,  or  S  plus  Item  11)..... 

13.  Lcs»!  Income  and  promts  taxes  paid  to 

fo.ebm  countries  or  possessions  of  the 
United  Statm.  (Sec  Soetloa*  23S  and  ,  . 

240(c)  of  Revenue  Act  of  ID  IS) - |? — ! - — - — (■ 

14.  Income  tar  withhold  at  the  source  In 

case  of  a  forciins  corporation  not  on- 
put? A  la  a  trade  or  business  within 
th«  United  State*,  and  not  having  any 
oflee  or  place  of  business  therein 

15.  Balance  of  Ux  (Item  12  minus  IUrns  13  and  14) 


38T578 


AMENDED  RETURNS. 

AngowVlroturT.  mart  he  plainly  marked  ‘’Amended  ”  acrom  «ho  face  of  the  return. 


CHECKS  AND  DRAFTS. 

Chocks  and  drafts  will  be  accepted  only  if  payable  at  par  at  your  Collector's  office. 


No  5098 

Xe kaha  Sugar  Co**  L'iwilted,  Appellant 

vs . 

David  Ha  Blair,  Comm ias loner  of  Int .  Rev* 


1—104?  1 


<< 


Patrc  3  of  Rcturu 


QUESTIONS. 


KIND  OF  BUSINESS. 


1.  I>y  rot-ana  cl  tin-  key  letters  given  Mow,  identify  tic  corporation's  main  income- 
produciag  activity  with  ore  of  t*!«  gt  r.eval  classes,  and  follow  this  by  a  s[»ocial  description 
of  the  LatinesT  sufficient  to  give  the  information  tailed  for  under  each  yereral  da--. 

A.—  .'.meuiture  and  related  industries, inch ifliti"  fishing.  legging,  ico  harvesting,  etc,, 
including  the  lensi*,<?  t.f  such  |>iv*»>ert>  •  State  the  produr  t  or  products.  S. — Mining  and 
quarrying.  including  -pi.-:  and  oil  wells.  I .'iclude  the  busing  of  such  property.  State 
tho  or  products.  C. — Mimriactniing.  State  •ho  product  and  also  the  material 


11.  If  the  answer  to  questions  11, 12,  and  13,  or  to  any  of  them,  is  “yes,”  answer  the 
following: 

(a)  Did  the  corporation  tile  Affiliated  Corporations  Questionnaire,  Fotm  SIS,  for  1917  or 


subsequent  taxable  years?  Answer  “Yes”  or  “No 


If  the  answer  to  this 


n-Icphoue;  waterworks  or  power,  i.1. — storage — without  ironing  or  prone  qrom  snies — 
(eh  valors,  warehouses,  stockyards,  etc.)  State  product  btqrcd.  El. —Leasing  transpor- 
tation  or  utilities.  State  kind  oi  property.  F. — Trading  i.t  goods  fought  and  not  pro¬ 
duced  by  the  trading  concciu.  Sta'e  manner  of  trade.  whether  wholcsde,  retail,  or  com- 
mlsr-inn  and  product  handled.  Sales  with  storage  with  profit  primarily  from  sales.  G.— 
Service-— domestic,  including  hotel"',  restaurants,  etc.:  amusements;  other  professional, 
}>crsonal,  or  tcchnicr.l  service.  State  the  tenicc.  H. — Finance,  including  banking, 
real  estate,  insurance.  I. — f ‘oncems  not  tailing  in  above  classes  (a )  because  of  combining 
sevem!  of  them  with  no  nredotninr.r.t  bi’riaess.  or  <h)  for  other  reasons. 

f ’on corns  whose  etisines.-  involved  activity  falling  in  two  or  more  of  the  above 
general  classes,  whore  the  vtnr  pro-, ml  is  concerned,  should  report  business  as  identified 


question:'  1 1, 12.  and  13.  or  to  any  of  thorn,  is  •‘yes.”  procure  from  the  Collector  of  Internal 
lie  venue  for  your  district  l-orur  SI9.  which  snail  in*  filled  out  and  filed  as  a  part  of  this 
return.  If  the  answer  to  this  question  is  “no.”  question  (b)  need  not  bo  answered. 

i  '<i  Did  substantially  the  san.e  conditions,  as  are  set  out  in  the  questionnaire  filed  for 
1919  or  prior  years,  obtain  during  the  entire  taxable  period  1920?  Answer  “Yes”  or 

“No” . .  If  tho  answer  to  this  question  is  “no,”  a  statement,  setting  forth  the 

particulars  in  which  the  situation  has  changed,  should  lx*  attached  to  and  made  a  part  of 
this  return.  If  there  havo  been  substantial  changes  in  stockholdings,  a  complete  schedule 
of  such  charges  should  be  submitted  in  the  form  prescribed  in  Tables  3  and  6  of 
questionnaire.  If  there  are  com  panics  other  than  those  covered  by  tho  questionnaire  .  . 
1919  or  prior  years  which,  applying  the  tests  contained  in  questions  11, 12,  or  13,  may  havo 
come  into  the  affiliated  group’  since  1919,  a  questionnaire,  Form  819,  is  required  for  the 
entire  group  for  tho  taxable  period. 

VALUATION  OF  CAPITAL  STOCK. 

15.  What  was  the  fair  'oilue  of  the  total  capital  stock  of  the  corporation  as  determined 
in  the  last,  assessment,  i(  any,  of  the  capital  stock  tax?  1 _ _  Date  of  that 


assessment . 


PREDECESSOR  BUSINESS. 


control  or  "own  source  of  mipplv  of  materials  used  exclusively  or  mainly  in  their  construc¬ 
tive  work:  concerns  in  El  or  E?  may  own  or  control  the  source  of  their  material  or  j>ower: 


16.  Did  tho  corporation  file  a  return  under  tho  same  name  for  the  preceding  taxable 
jxjriod?  Answer  “Yes”  or  “No” _ _ _ ....  If  not,  was  the  corporation  in  any  way  an 


- ... - -  - ... - - -  — - -  - .  •  -  _ —  •  -  •  ~ *  , ,  j>crioci :  answer  ics  or  ao  .  ji  not,  was  tnc  corporation  in  anv  wav  an 

SSS£ Xm  result,  continuation,  or  reorganization  of  a  business  or  businesses  in  ’existence 

3.  Answers:  aOlliioj  Tdt*  VOgMX  j  during  ibis  or  the  preceding  taxable  j>oriod?  Answer  “Yes”  or  “No" .  If 

(c)  General  clam  fuse  key  letter  designation) . . . 7? . . . .  !  answer  is  “yea,”  give  name  and  address  of  each  predecessor  business. 


3.  Answers:  aOlliiu;  T3&  VQgMT 

(c)  General  class  fuse  key  letter  designation) . , . 7? . . ...T.... . 

(b)  Main  income-producing  business  gi\o  specifically  the  information  called  for 
under  each  key  letter,  also  whether  acting  as  principal,  or  as  agent  on  commis¬ 
sion;  state  if  inactive  or  in  liquidation* . . . . . 


BASIS  OF  RETURN. 

17.  Is  this  return  made  on  the  basis  of  actual  receipts  and  disbursements? . 

1 

!  Ii  not.  describe  fully  what  other  bad<  or  method  was  used  in  computing  net  income. 


OTHER  CONCERNS  IN  SAME  BUSINESS. 


4.  Enter  on  the  following  lines  tho  names  and  addresses  of  live  representative  concern?" 
;cur  locality  or  section  of  the  country  engaged  in  the  same  kind  of  •'u-dness: 

Cbfau  Sugar  Co.  Ltd* 


Tho  Llhuo  Pl.oita.tion  Co*  Ltd* 
PioEoor  Sfi.ll  Co*,  Ltd* 

Hhv»i  inn  Com.^roiai  A  Sugar  Co* 
Bw&^Pltintnticn  Co* 


INCORPORATION. 

April  30th,  lift 


■■>.  Date  of  incorporation _ 3_ _ ~Z.~ 

6.  Under  tho  laws  of  what  State  or  country 


Hawaii 


GOVERNMENT  CONTRACTS. 

IS.  Have  any  adjustments  l>een  made  during  the  taxablo  ]x*riod  on  account  of  con¬ 
tract  or  contracts  with  the  Government  or  its  agencies  or  in  any  Government  contract  or 
contracts  from  which  the  corporation  derived  income  directly  or  indirectly,  through  the 

operations  of  a  claim  hoard  or  otherwise?  Answer  “Yes”  or  “No” _  Tf  so,  state 

the  amounts  involved  $ . . . ;  whether  or  not  such  amounts  are  included 

in  this  return _ :  and.  if  not,  was  an  amended  return,  accounting  for 

tho  additional  income,  filed  for  the  taxable  period  in  which  the  contract  was  termi¬ 
nated? _  Submit  a  schedule  showing  full  particulars  of  the  contract,  date 

entered  into,  date  the  work  censed  under  said  contract  or  contracts,  and  tho  amount  and 
nature  of  the  adjustment. 

AMORTIZATION. 


REORGANIZATION  AND  ACQUISITION  OF  MIXED  AGGREGATES  OF  ASSETS. 

7.  Has  the  corporation,  or  any  rf  it*  predeenson.  been  reorganized,  or  has  it,  or  any 
of  it*  pndeettton,  taken  over  a  going  business  or  acquired  a  mixed  aggregate  of  tangible 
and  intangible  property,  and  paid  for  such  property  in  whole  or  in  part  with  stock  or  other 

securities  since  the  close  of  the  preceding  taxable  jteriod? _ _ _ 

8.  If  so,  furnish  a  brief  narrative  history  of  the  business  and  submit  a  statement 
showing: 

(n)  The  name  of  tho  concern  taken  over  for  from  which  the  property  was  acquired); 

(b)  The  nature  of  the  assets  and  liabilities  so  acquired; 

(c)  The  total  par  value  of  the  stock  issued  therefor: 

(d)  The  value  at  which  each  class  of  assets  was  carried  on  the  !>ooks  of  tho  concern 
from  which  acquired  (submit  a  balance  sheet  of  the  predecessor  concern  as  ut  the  date  of 
acquisition  or  as  at  the  close  cf  its  last  accounting  j**nod  prior  thereto!; 

(e)  The  value  at  which  each  item  was  carried  on  the’books  of  the  corporation  making 
this  return,  ami  full  details  of  any  adjustments  subsequently  mado  ]>ertaining  thereto  and 
the  basis  on  which  such  revaluation  was  made. 

9.  If  patent*,  copyrights,  secret  processes  or  formula",  good  will,  trademarks,  trade 

brands,  franchises,  or  other  intangible  property  Were  acquired,  state  the  basis  on  which  \ , 
their  value  was  determined  and  how  they  wore  paid  for.  j 1 

10.  If  at  the  time  of  any  purchase  or  reorganization  as  contemplated  in  question  7.  any 
property  was  entered  on  the  books  of  the  reorganized  concern  or  any  vendee  predecessor  at 
a  value  in  excess  of  that  at  which  it  was  carried  on  the  books  of  the  vendor  concern,  state 
the  basis  on  which  the  revaluation  was  mado. 

AFFILIATIONS  WITH  OthER  CORPORATIONS  (TO  BE  ANSWERED  BY 

EVERY  CORPORATION). 

5  "'tiTl 'Docs  the 'corporation ‘owr.  dir^ctlv  nr  control  tiir'erih  .-’••.-••Tv  stViliried  inferes**  or ' 

by  a  nominee  or  D®§#ecUt*«e  &*Y«d  *4ir  12 EICE) 

another  corporation  or  of  other  rorporttionsffiH^f* -_9r 

12.  Is  over  50  per  cent  of  your  outstanding  voting  capital  stock  owned  by  another  cor-  | 

poration  or  by  two  or  more  corporations  that  are  affiliate"  1?. _ 

13.  Is  over  50  per  cent  of  your  outstanding  voting  capital  stock  as  well  as  over  50  per  j 
e«-nt  of  the  outstanding  voting  capital  stock  of  another  corjioratinn  or  of  other  corpora¬ 
tions  owned  or  controlled  by  the  same  individual  or  partnership  c-  hv  the  same  individuals 


19.  Has  amortization  be<‘n  claime<l?  Answer  “Yes”  or  “No” 
state  for  what  year _  Amount  ? _ _ _ _ 

PREPARATION  OF  RETURNS. 


_  If  SO, 


20.  Did  the  corporation  employ  anyone  especially  to  prepare  or  advise  in  the  prepara¬ 
tion  of  this  return?  Answer  “Yes”  or  “No” _ _  If  so,  give  name  and  address 

and  state  to  what  extent  such  assistance  or  advice  was  received . 


•  r  partnerships? . . 


LIST  OF  ATTACHED  SCHEDULES. 

Enter  below  a  list  of  all  schedules  accompanying  this  return,  giving  for  each  a  brief 
title  and  the  schedule  number. 

1*  CondonMd  consolidated  balanos  shoots  at  Luc*  31 

. — . 1915  and  1^20 . 

2*  Condsnoad  hailanoa  shaeto  (odjrxtitad)  of  MfIcm . - . 

— . SogMF "CSc-ot-  Sltt.  . **••* 

3 .-Surplus  Adjtmtmsrta  IfcJcoo  -Sugar  Co* . 

4*  .Profit  •  .afioewnt  of  Ualaw  Sugar  Co*  for 
4*  JUI^astod  taxablo  income  of  l&tOcoo  Sugar.  Co  •  for  ;o*r 

ondod  Doc.  31.  1920* 

J*'  AdJuStiMt  ttCXa-TSis  'lnco.-no  ofUSaiood  Sugar  do.  for  yaar  1 

^RSTe  . . .n&-4  ao«».r dMV 

6*  ^orowlidlEtwi’  prof  it  A  lots  ’  «ocoartt  for  ytar  aodod . 

-  ^ . . - . -  X>«cor*or  31*  ^20 .  - 

7^  fros  othor  ao>irooo . - . - 

8  ...XatidcvlAflLmo-AasotJi . . . . . . 

9*  ..St.Atorcont  St.  Awondad  ro.twfTi* . . . . . . 


SCHEDULE  K.— BALANCE  SHEETS. 


Attach  hereto  balance  sheets  as  of  the  beginning  and  end  of  the  taxable  period  (preferably  in  parallel  columns),  showing  as  nearly  as  practicable be  details  culled  for  below.  (These 
balance  slice ts  should  l>o  prepared  from  the  lxx>ks  and  should  V*  in  agreement  therewith,  or  any  differences  should  bo  reconciled,  and  if  this  is  a  consolidated  return,  balance  sheets  should 
be  burnish" -d  in  accordance  with  paragraph  S  of  page  1  of  Instructions.) 


ASSETS. 

C«sh  <lnc!n"Jl-ur  rash  in  bunk  tinO  on  hamJ  zpr-ifl- 

cutcs  of  <iop«.it .  «e. ). 

Trade  accounts  (brtore deducting  r^rr\-e>  tor  tnsn). 
Tides  receivable  Irom  customers. 

Othe  r  accounts  sad  notes  receivable  (ta  ’■>•  el*ssir;<s 1 1 . 
Inventories: 

Raw  materials. 

Work  in  proercs-. 

Finished  products. 

Supplies. 

Investments: 

UotvIs- 

“■  S.  l»>ud.<  an<!  ohUjatloa?  (each  issue  to  l~- 
state*!  :i<n>aratelv ). 
r.cempt  (municipal.  State,  etc.). 

Other. 


ASSETS-  Continued. 

Investments  continued. 

Stock  of  corporations  — 

Forelcn. 

Domestic. 

Loans  and  advances: 

To  aiDcers  ond  employee,. 

To  others. 

Deterred  ebarte*  la  fuMre  opcrallona  ( to  l>o  <!«*t  ailed). 
Fixed  js-cts: 
l«and. 

Ruildincs. 

Machinery. 

Tools  an.i  mlr.or  equipment. 

Delivery  e-cripiirein. 

Office  fiimitttrc.  . 

Ollier  estate  character). 

Total. 


ASSETS  -  ConUnucd. 

“■lied  c sects-, continued. 

lows  reserves  (or  dcp-ecialion  (>lio\v  separately 
amount  af.pl h“a Me  to  each  fixe!  nsset;.* 

Nrr  Vuct. 

J'-teats.  good  wffl,  and  other  Intangible  assets: 

Paid  for  in  cosh  or  other  tangflilo  propm: . 
Paid  for  in  stoelc  (other  than  stock  dividends). 
Created  by  stock  dividend  or  otherwise. 

Discount: 

i  On  bonds, 
i  On  stock. 

Total. 


LIABILITIES. 

Notes  payable: 

To  ollioei  s  and  stockViM-x. 

Tc  others  (iiu-indlns  V.rk  ioe?;.  . 

Accounts  payable : 

Trade. 

Other. 

Accrued  expenses  and  leservcs.  t  he  charp-s  creatine 
which  arc  nltcwuMc  uetliw-tlon-  (run  income  f  to 
So  detailed). 

Reserver,  the  charycs  cr"a!ii.z  which  ar:  not  allot— 
able  de<!  unions  ,.otn  income: 

Reserves  for  ke  ses  on  iiovs  im  1  accounts 
receivable. 

Other  reserv»«  (to  he  detailed).  * 

Capital  stock  out -.'ending  (to  l-c  c'a-siP'sl;. 

Surplus  and  undivided  profits. 

TotaL. 


•Dmvn-es  for  dep-ech-'ior.  may  h.-  dedu.tcd  from  the  respective  weet  accounts  or  Itemised  on  the  liability  'ide  »*f  th*  1-ilti-  ••  she, : 


All  corporations  engages!  in  an  interstate  a 
of>- , .  may  submit  in  lieu  of  above  Form  cooi 


and  intrastate  trade  or  business  and  reporting  to  the  Tatevsta'n.  Gonmerro  Goiiitnissibn  and  (<■  any  i'auu,"t«l.>>ia*«",  misnieijxil,  or«‘ther  public 
>ios  of  their  balance  «b<*t*ts  proscribed  by  said  Commission  or  .i:trfe  and  Munich  ;;!  authorities,  ns  :.t  fi:<*  licainmng  and  vnrl  of  the  tairtble  period. 


Mate*  fugar  Co« 
MJuatad 
Balauoaa 

»«.  31,  1919 


Olafcan*  Uni 
Co«s*rr 
Idadto* 

St«.  31,  1919 


Bftal  liUU,  FI *a*  A  HmunA  Upr«VM«tl 


>a|tf  Iflwl 
BlpplUl 
Wiml  Cb.rgaa 
1m«uA«  UcilvAli 
FlnlMl*  8Ui* 

14  tort jr  load*  A  ]hr  tarings  8|nq« 
Pblllpilai  Bccmt  Co*  Control 
Ifcdtrol  Inc  cm  Cut*  overpaid 

A  Bo4as 

Coot  tml  fetor  Co*  torn 
Atokini  XUllrofJ  Co*  Haros 
l^asU  icy"r*t 


2.575.093.89 

576.508.69 

2j9*4i 

121,900.00 

3«.  334.80 
1,408*62 

332.996.3j 

43,230.06 

25,831.00 

84,914*70 

18,220*91 


£9,290*00 


#3.872.394.49 


710.00 


#30,000.00 


Ltiiiurm 

IimAi  Account 

Fslarwl  Xncaio  Ta.i  •  Additional 
Aoooonta  PofAl. 

Cifitnl  stock 
Surplus 

Fa.arvs  tor  Doprocieticn 
Aocnsod  faxos  A  toforrod  Crodito 


>0, 097.80 
900,000*00 
2.719.661.41 

$89,791.68 


90,000.00 

Z.Bol.Sio 


#30,000.00 


No.  50 

Kokaha  Sugar  Co.,  Li 

VS. 

David  H.  Blair,  Comm 


Capa*  bal  Co* 
Uadlo* 


Milos*  Uni  Co* 
Uraltto 


too.  3I,  1919  too*  31  #  1919 


Consolldato* 


Makoo  Sugar  Co. 
Adjusted 
tolanoot 

too*  31.  1920 


Olotonn  land 
Oompoigr 
Xdnitad 
too*  31.  1920 


loner  of  Int .  Rev . 


Co< 

LMttd 

h  J*.  1920 


klia  land  Co* 
Urn 11*4 

*•0.  51,  19«0. 


Bast  but  IOmp 
Co.,  &U. 

Btowfear  51,  1920 


XIUittUlMM 


J.56J.W1 

12,162.12 

101 ,107.5* 

199-Ot 

»J.7V 

. 

27.3000)0 

>,5<J-W 

|12,162.1B 

♦lOJ.2W7.5j 

♦  *7,500X0 

[6.657.86 

>,000.00 


10,000. 


fi^Ti 


15,617.08 

■7,500.00 

1J0^5 


17,500.00 


,9()<*a 


♦12,1(2.11 


♦10J.2W7.5J 


♦(7,500.00 


6ca*«U4«Ui 


♦ 


2.902,003.95 

VX9€ZJ.lfj 

ll639.ll 

13S,319.«1 

3j.cte.05 

576,675.11 

3.305.J»i 

33.970.00 

2.392.55 

113.000.00 


$%,fa5,0*W.90 


|*S615.0«*».90 


B*l*»ic*  per 
book*  at  D»o« 


ASSESS  j 

Baal  Batata,  Plant  & 

Paruaraut  Xi<vrovoa^nt» 

Crops 

Cash 

Cugar  Pastor*  Co*  Sharss 


I  589.77X.S9 

576.503.6$ 

239*41 

121,500.00 


Sugar  Afloat 
G^p,'Us« 

Dtfarrad  Chars* • 

Aooounta  IN»o*irabl* 

Plantation  Store 

liboity  Bonds  A  Sfcr  Saving* 

Steuqp* 

Thiliprlr^  Sogur  Co.  Sharss 
F*d*r*l  Ineojoo  Trues*  otsvp*  id 
Mortgage*  A  Hot** 

Xa.it  Koaai  3*t*r  Co*  8h\r** 
Ahukini  Ball  road  Co*  Shsr** 


3S.334.CO 

1,438.62 

447,025.® 

43,230,06 

25, C3S.CC 
24,914*70 


VJS5. 3*1.30 


19,220*51 


flbaata  at 


*,575.093.09 

576,50* .65 

»39M 

121,500.00 

JV31*.* 

6a 

•*7,M!5.«5 

4j,ajo.o* 

g,(>a.00 
,914.70 
ls.220.51 


Capital-  Stock 
Surplus 

B**erro  for  doproointloa 
ioorusd  Tax** 

Acoounta  Psyabl# 

Pedaral  I no oca  Taxes- 
additional 


$00,000.00 

1,>1«, 794^8 


50*057.® 


500,000.00 


50,05?.® 
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Make®  Sugar 
Company, 


Surplus  per  books  Jan*  1,  1520 

Adds  Ixcecc  of  appraisal  value 

of  assets  over  aaount  shewn 
in  books 

Federal  incone  taxes  overpaid 


;  1,313,794.28 


1,33.%  530. 22 
13.220.51 

2,732,345.01 


Deduct)  Acorued  Territorial  i no one 
Texes 

Amended  surplus  at  Jan.  1,  1920 
met  Inooae  as  per  books 


o 


i:..$03«6o 

719,331.41 


.491,324.38 


Veder-Jl  loc^re  taxes  additional 

per  books  54,482.58 

Insufficient  depreciation  38,360.51 

Territorial  incoce  taxes  for  yc or  191S  12,883.30 

Capital  expenditure  charged  to  expense _ 9,305.35  _ 

|  92,843.02  513,513.63 

Adjusted  net  in©  or.®  420.370.54 _ 420 .670. 54. 

Surplus  oct  adjusted  balonos  sheet  at  Dec.  31,  1920  » 331 .93 
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PROFIT  AM)  LOSS  ACCOUNT  FOR  YEA^H  ENTED  DECEMBER  Hist.  1Q2Q. 


CROP  1920 


Preparing  and  planting 
Cultivating 
Harvesting 
Manufacture 
Shipping  Sugar 
Repairs:  Telephone  Line# 

Roads  &  Bridget; 

Fences 
Buildings 

Storm  Water  db  drain  Ditches 
Water  Supply 

Expenses:  Blacksmith  &  Carpenters 
Wharf  Expenses 
Medical  Expenses 
Legal  Expenses 
Insurance 
Indidental  Expenses 
Pent 

Sundry  Hauling 
Sundry  Labor 
Firewood  &  Fuel 
Forestry 
Surveying 
Camp  Cleaning 
Pensions  &  Donations 
Accident  Compensation 
-  .  Lost  Tirra 

P-*mp  Si  Elect.  Plant  Expense 
Track  Expense. 

Cano  Purchase 3 
Cane  Purcliaso  Expense 
Marketing  Expense 
Strike  Claims  paid 
Bonus  to  Employees 
Property  Taxes 
Property  Taxes  1$17>  ISIS  &  1913 
Capital  stock  taxes 
Federal  Income  taxes  paid 
Territorial  incoire  tax33  paid 
Territorial  income  taxes  accrued 
Loss  on  Homestead  advances 
Loss  on  aalo  of  Sugar  Factors  Co.  Shares 
Depreciation  _ 


2,40 fio 
279. S3 


1.70 

5**5 

30.75 

93*32 

8.37 

10.79 

7*47 

15*95 

2.88 

1.1(5 

•7.29 

27.49 

.02 

7.14 

53*22 

5.65 

7.25 

14.07 

4.55 
2.50 ' 

11.79 

27.39 

5.145 


i2i£  , 
37,877*34 
103,302.49 


24.72 

247.1)5 
1,456.21 
4,601.24 
66.17 
700.55 
609 .08 
451.45 
1,477.91 

6^7 

10.57 

411.23 

1,578-31 

1,276.47 

3,075-87 

352.32 

377*66 

1,339*35 

1,330.33 

259.11 

704.12 
1,824.01 

482.11 


125.48  11,044.08 


gi2gi767 

81,484.29 

556.75 

90.48 

120.29 
858.04 

2,215*20 

125.00 

684.59 

1,052.57 

448.21 
1,171.70 
24.80 
2,126.12 
181. 33 
337*33 

1,054.22 

2,084.33 

170.38 

152.55 

624.6s 

405.30 
176.47 

44$. S3 

603.17 

503.54 


13,674.56 

g?:S 

5,339*64 

120.53 

320.71 

812.74 
6,810.98 
158.32 
i, 323.30 
665.36 
824.90 
3, 610.66 
452.94 
803.27 
590.11 

1,484.84 


4,122.72 
183.57 
69b  .97 
1,651.90 
1,134.36 
371.12 

1,136.95 
1,74^.89  • 
1, 18d  .99 
808,540.51 

12,671.89 


7,003.84  15,532.39 


_ 114^43^2 ... 


ACa^-6.Jl4  1207,299.48 

3,163.65 

174,943.22 

^1,490,672.35 


DEBITS 

40,3^04 

198,741.17 

103,276.30 

218,503.42 

5.389.64 
237.43 

694.30 

3,157.74 

13,720.74 

349.49 

2,716.81 

2,317.80 

1.7J2.C3 

6,276.22 

493.15 

2,947.41 

1,189.96 

3,928.02 

.02 

2,337.33 

9.336.64 

711.92 
1,234.43 
3,630.51 
2,924.o4 
509.2C 
2,351.49 
4, 2C2 .96 
2,176.09 
808,540.51 
12,671.78 

277,454.64 

274,290.45 

561,480.39 

33,706.39 

3, 950.87 
l,62S.c;C 
157,797.24 

12,883  »6o 

22,408.63 
14,418.2} 
72,900.00 
.  ..  24^1.10  .. 

J,C14,7o6.94 


Sugor  Sales 
Molasses  Sold 
Sugar  Sale 8  1919  Crop 
Interest 

Unclaimed  wages  &  credits 
Scrap  Sold 
Profit  on  ice  sold 

n  w  potash 

"  n  plantation  store 

"  ”  Live  stock 

"  n  Seed  cane 

Sundry  Labor 


Deduct  debits 


Surplus  at  Jan.  lot,  1920 
Surplus  at  Too.  Jtlei .  1920 


CREDITS 

3,4iU,M3.92. 

•  556-95 


a,  171.97 

b,  126-73 
22, 889.75 

I, 166. >9 

J, 98€.05 

liLitiliSi 


3,506,091.62 

7.014,766.94 


491,324. 6s 

1.  sig.7Q4.2g 

$  1. BIO. 118. 96 
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EXPENSES? 

Preparing  &  Planting 
Cultivating  1 

Harvesting  1 

Manufacture  2 

Shipping  Sugar 
Blacksmith  &  Carpenter* 
Wharf  Expense* 

Modi cal  Expenses 
Legal  Expenses 
Insurance 

Incidental  Expenses 
Pent 

Sundry  Hauling 
Sundry  Labor 
Firewood  A  Fuel 
Forestry 
Surveying 
Camp  Cleaning 
Pensions  &  Donations 
Accident  Compensation 
Lost  Time 

Pump  &  Elect .  Plant 
Expense 
Truck  Expense 

Cane  Expensed  8< 

Cane  purchase  expense  ‘ 
Marketing  Expenses  2* 

Strike  Claims  paid  2] 

Bonus  to -employee*  6l 

IMPAIRS  ; 

Teleph one'  Lines 
Roads  oc  Bridges  — 

Fences 

Buildings,  I 

Storm  Water  &  Drain 
Ditches 
Water  Supply 

TAXES 

Property  Taxes 

"  B  1917, 

1918.&  1919 

Capital  Stock  taxes 
Federal  income  taxes 

paid  1| 
Territorial  income 
taxes  paid 
Territorial  income 
•  taxes  accrued  __ 

Loss  on  Homestead  advances 
Less  on  oalo  of  sugar 

Factors  Co.,  shares 
Depreciation 


40.164.41 
19S, 741.17 
103,276.10 
218,503.42 

5 • 3^9  *64  • 
2,317.80 
1,  73f.03 
6,276.22 
493.19 

2.947.41 

1.189.96 

3,928.02. 

f  sal 

711.98 

3,630.51 

2,924.64 

809.20- 

2,351.49 

4.202.96 
2,178.09 

808 ,540 .51 
12,671.78 
277,454.64 
274,290.45 


237.43 

694.30 

3,157.74 

13,7*0.74 


33,706.29 

3,980.87 

1,628.00 

157,797.84 

12,883.60 


2,649,315.07  2,640,009.72 


20,876.51 


54,482.58 


232,405.23 

14,418.23 

72,900.00 

24.g51.90 

3,014,766.94 


3s^§sua 

70,654.14 


20,876.51 

33,706.29 

3,$so.87 

1,628.00 

212,280.42 


22,408.63 

14,418.23 

72,900.00 

61.212.41 

3,035,421.08 
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Expenses 
Stpairs 
Pwp«rlf  THxas 

Do  1917,  19X3  A  XJ)19 
Capital  Stock  faeces 
Territorial  Income  faxes 
Depreciation 
Interest 

Scot  on  Sugar  fast  ore  Co,,  Ud,  Shares 
lots  on  advances  to  Homesteaders 
Profit 


3T3 

-MftttES  am/at  oompam 

eQmumtss..msn  aa  mbs  asmum  ran  mi  mped  rac.  ti.  vao. 


Mgikoo  Sugar 
Company 
(AAfoataAl 

2.640,009,7a 

2O.S76.5X 

33,706.29 

3,980.57 

1,628.00 

22,408.63 

63,212.41 

72,900.00 

14,410.2) 

,£B.2M«afc 


OlOktM 
land  Co. 
Itmltod 

145.30 


71.44 


Hqw 
land  Ob. 

Aircraft,... 

147.67 


Moloaa 
land  Co. 

J&teiiaa., 

146.J8 


426.21 


■JU-Hfifette _ &B&4& 


173.47 


414.02 


♦3,506,091.62  1,623.50  2,580.50 


733-87 


Inter¬ 

company 

.flltalnaUwft 


3,980.87 


3,980.87 


W 


2  2  8 


ConaaXliated 

» 

2,640,440.11. 

20,076.51 

33,706.29 

1,638.00 

22,408.63 

63,212.41 

671.12 

72,900*00 

14.418.2) 

6a.T7g.T2 


3,507,048.6a 


.again 


Property  taxes  refunded 
Rent  ale 
Sugar  Sales 
Uolaeees  Sold 
Interest 

Uncial sed  wages  &  credits 
Scrap  Sold 
Profit  on  los  sold 

*  on  potash 

11  on  plantation  store 

*  on  Lire  stock 

*  on  Seed  cane 
Sundry  Labor 


3,415,052.47 

556.95 

38,068.16 

S2.00 
3.62 

1,171.93 

6,128.73 

22,889.75 

1,166.39 

VJSS.04 

i6.4itab 


1.623.50 


1,623.50 

957.00 


733.87 


3,980.87 


■fcSQfaUtfa _ \ifeli52 _ _ _UUZ - S.980.8T 

Consolidated  adjusted  surplus  at  January  1,  1920 
Profit  (as  above) 


federal  incoa*  taxes  for  year  19X9 
Consolidated  adjusted  Surplus  at  Dec*  31  -  1920 


Hast  Kauai  Viator  Co.,  Ltd.  did  not  oonoroenoe  operating  until  after  Res.  Jlst,  1920. 
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INCOME  FROM  OTHER  SOURCES  EOF.  YEAR  ENDED  EEC.  31.  1920. 


Unclaiisad  wages  and  credits 

492.00 

Scrap  sold 

163,62 

Profit  on  ice  sold 

1,17143 

"  "  pot  ask 

6,128.73 

*  8  plantation  store 

22.ss9.75 

B  n  Live  stock 

1,166.39 

*  n  Seed  cane 

3,988.04 

Sundry  Ia.'bor 

16. 413 .58 

$  52.414.04 
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Days  Effect  ive 


S«pt.  1,  1920  Airekini  Tominal  i 
Bail way  Co.  Share* 
Sov.  20,  1920  Do 
Dec.  31,  1*20  Do 
Jan.  1  to 

Dec.  JO,  12-0  S ugar  Factor*  Co., 
Ltd.,  S)»res 


$90,  CCv.CC 

35.coc.oo 
30, 00*0. CO 


121, 500.ee 


.Accent 
Effect ive . 


k  16,666.07 
4,016.39 
S1.S7 


aaible  Assets! 

Total  a»»ot8  cor  consolidated  Balance 
Sheet  at  Dec.*31,.  1319  $3,943,5CC.42 

Deduct:  Eeacrve  for  Depreciation  539*791 *58 
Inadnise^le  asset*  121,500.00 

Agcr-t  *  a  Account  11U.Q2Q.4S  823,321.16 


Total  Assets  for  ccnocli dated  Bel** 
ance  Sheet  at  Doc.  J1 ,  1320 
Deduct:  Eeeervo  fer  deprociaticr  638,26c. 64“ 

Inadnisaible  asset#  113.000.00 


$4,6l5,CSU.90 
_ 753.260^1 


Average 


$3,124,173.26 


3. 861. 824,26, 
So.qg6.00*T*2 

5,1493,001.7^ 


nto  Account: 
January  1,  1520 
February  1,  1$2C 
Mcrch  l.  “ 

A-ril  1  " 

1  ■ 

June  1  " 

July  1  " 

Augtrst  1  " 

Sc^.t  caber  1  ” 

October  1  * 

ITovonber  1  " 

December  1  " 

December  3-  n 


$'114,029.48 


196,520.89 
323, 891. ss 

203,221.73 

156,000.79 

425,488.84 

195,370.66 


(3)'  Sun  of  (1)  and  U) 

Percentage  vihich  (l)  i»  of  (3) 


Deduction 


13  _ 124,271  .,}0 

A vo rage  bild  during  year  $3.017.212.86 

$3,759>05-S2 

3 •(75510 

$  i20, 559 .43 
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The  Amended  Income  and  Profits  Tax  Return  attached  hereto  has 
been  prepared  to  conform  with  the  adjustments  to  income  and 
Invested  Capital  approved  by  the  Commissioner  of  Internal 
Revenue  as  3hown  by  Department  letter  dated  March  27th,  1923, 
bearing  the  symbols:  IT:SA:CR  -  B  -  WL,  Covering  the  income 
and  excess  profits  tax  liability  of  this  corporation  for  the 
year  1917. 

Under  date  of  December  5,  1922  a  brief  and  sworn 
statement  of  fact  was  submitted,  covering  our  Tax  liability 
for  the  year  1917,  based  principally  upon  figures  shown  in  a 
report  by  the  American  Aopraisal  Company  of  Milwaukee,  Wisconsin. 

In  addition  to  covering  the  year  1917,  the  schedules 
in  this  brief  were  extended  to  cover  the  years  1918  to  1921,  both 
inclusive,  and  reference  is,  therefore,  respectfully  made  to  the 
schedules  in  said  brief  for  full  details  of  the  adjustments  to 
income  on  account  of  changes  in  depreciation  deductions  and 
additions  to  income  on  account  of  improper  charges  to  capital 
accounts  in  the  books  as  reflected  in  the  attached  amended  return. 
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Pa^c  2  of  Return 


SCHEDULE  E. — CAPITAL,  SURPLUS,  AND  UNDIVIDED  PROFITS  AS  SHOWN  BV  BOOKS 
BEFORE  ANY  ADJUSTMENTS  ARE  MADE  THEREIN. 

E  I.  Stock  actually  outstanding  at  ti:  e  end  of  tbe  preceding  taxable  period  should  be  entered  In  this  schedule 
to  ilie  extent  that  it  Is  paid  up.  If  stock  or  sham  were  Issued  at  a  nominal  value  or  without  par  value  the  entries 
should  reflect  the  amounts  on  the  hooks  In  respect  thereof  nt  the  dose  of  the  preceding  taxable  period. 

E3.  Tlds  stem  should  Include  paid-in  a.irplus  as  shown  by  books  at  the  end  of  the  preceding  taxable  period. 
If  any  amount  Is  claimed  under  Section  326(a)  (2)  of  the  Revenue  .Vet  of  1918  or  under  Article  837  of  Regulations 
45,  the  amount  claimed  should  be  entered  under  Item  1,  Schedule  F,  and  not  In  this  schedule. 

E7.  Reserve*  which  represent  alUx-tlons  of  surplus  and  were  not  accumulated  through  deductions  made 
In  computing  net  income  as  returned  la  previous  years  may ,  If  propedy  explained,  be  entered  as  Item  7.  Such 
entries  should  be  Identified  and  If  necessary  reconciled  wnth  balaiice-slieet  reserves. 

EtO.  If  the  corporation  had  on  hand  at  any  time  daring  the  taxable  period  any  treasury  stock,  copies  of  the 
Journal  entries  covering  the  original  issuance,  repossession  and  any  subsequent  adjustments  should  be  furnished. 
Treasury  stock  includes  all  stock  reacquired  by  tha  corporation  and  not  canceled,  regardless  of  the  reason  for  the 
—•cqulsiflon. 


Item. 


Amount. 


Capital  stoekpaidup  and  actually  outstanding  at  tbeclose  o' the  preceding  year: 

. 570*000.00— 

s . 570.000*00— 

Surplus  and  undivided  profits: 

6.  Kqrned  surplus  and  undivided  profits - - - - 

7.  Xtatrvts,  additions  to  which  are  not  deductible  in  computing  net  income 

-  1,3X1,709-30 

8.  Others  items  (to  be  detailed) _ _ _ . _ _ _ _ _ 

o,  T«TAb  O'  Jtvmx  4,  J,  6,  7,  1XB  A...  . 

*— 1*881.709 *U0- 

10.  Deduction  on  account  of  treasury  stock  _ 

11.  Capital  and  surplus  at  beetmunc  of  taxable  period  ax  shown  by  hooka 

i~-lr3SlT709,kQ— 

SCHEDULE  F.— ADJUSTMENTS  BY  WAY  OF  ADDITIONS. 

FI.  If  an  addition  to  Invested  capital  is  claimed  in  Item  1,  Schedule  F,  submit  a  statement  showing 
]  the  kind  o'  property,  (5)  the  year  In  which  it  was  paid  in,  (c)  Irom  whom  acquired,  explaining  his  relation¬ 
ship  to  the  corporation,  (d)  the  actual  cash  value  of  snch  property  at  the  date  when  paid  in,  (r)  the  par  value  of 
stock  or  shares  issued  therefor  and  the  amount  at  which  such  property  was  entered  In  tha  accounts,  if  the  hails 
upon  which  the  actual  cash  value  of  the  property  was  determined  and  the  date  when  Such  determination  was 
made,  and  C g)  the  amount  of  depredation  sustained  on  such  property  from  the  date  of  acquisition  to  the  beginning 
of  the  taxable  period. 

F2.  If  an  addition  to  invested  capital  b  claimed  in  Item  2,  Schedule  v,  submit  a  statement  showing 
(a)  the  kind  of  property,  (5)  the  year  in  which  it  was  acquired,  (c)  its  cost,  (<f)  tha  amount  of  depredation  sus¬ 
tained  on  such  property  from  the  date  of  acquisition  to  the  beginning  of  the  taxable  period.  State  also  whether 
each  Item  sought  to  be  restored  was  actually  used  or  usable  at  the  beginning  of  the  taxable  period.  Were  these 

expenditures,  when  made,  written  off  In  lien  of  depredation? _ If  so,  explain  what  adjustments 

have  been  made  to  provide  tor  depredation  in  view  of  the  proposed  restoration  to  surplus.  Additions  in  thb 
item  are  cumulative  to  the  beginning  of  the  taxable  period.  For  ail  additions  hereunder  provision  most  be 
made  tor  depredation  to  the  beginning  of  the  taxable  period. 

F3.  If  any  addition  to  Invested  capital  b  claimed  in  Item  3,  Schedule  T,  state  specifically  tbe'«d3ount  at 
depredation  written  off  each  year  in  the  books  of  the  company  and  the  amount  allowed  at  a  deduction  in  com¬ 
paring  net  tocom*.  Additions  to  thb  item  an  cumulative  to  the  beginning  of  the  taxable  period. 


Item. 

Amount. 

.  Actual Sjd^GRRibii&^ft  excess  of 
par  value  of  stock  issued  therefor  or  of  tbe  cash  or  other  consideration  paid 

tli^roror (Article* vjr.aod jn?)  .  _  _  _  _ 

18,220*51 

’.  Additions  to  surplus  (Articles  840  to  843) _ 

.  Depreciation  or  depletion  charred  in  the  accounts  of  the  corporation  but 
disallowed  by  the  Department  as  a  deduction  on  income  tax  returns. _ 

'~i»395v53^»22 

Tc*?a» . . . .  .  _ _  1 _ _ 

%  \  )j^  «  *gA 

... .  *S*^BDUDrCiSAB3\HfiwtwTS  bY  watvF  Du 

G1 .  Is  any  patent,  copyright,  secret  process,  hr  tornmla,  good  win,  trade-mark,  trade  brand,  franchise,  or 

other  similar  intangible  property,  paid  in  for  stock,  carried  as  an  asset  by  the  corporation?.. _  If 

not  ente'sd  specifically  as  such,  b  the  Intangible  value  merged  under  any  other  title  or  titles  on  the  books  or 

balance  s‘.*ets  submitted  with  thb  return? -  Is  it  entered  on  the  hooks  at  a  value  in  excess  of  its 

actual  cask  value  when  paid  in? -  In  excess  of  the  par  value  oi  the  stock  issued  therefor? _ 

Is  the  aggregate  of  such  assets  acquired  prior  to  March  3, 1917,  entered  on  tk«  books  at  a  value  In  excess  of  25  per 

cent  of  the  par  value  ot  the  stock  outstanding  on  March  3, 1917? _ Is  the  aggregate  of  such  assets 

entered  on  the  books  at  a  value  in  excess  of  25  per  cent  of  the  par  value  of  the  stoc’’  outstanding  at  the  beginning 
of  the  taxable  period? - - - 

If  the  answer  to  any  of  the  loregoing  questions  b  “yea,"  submit  a  statement  showing  separately  with  respect 
to  such  assets  acquired  (1)  before  March  3, 1917,  and  (2)  on  or  after  that  date,  (a)  date  of  acquisition;  (5)  cash 
value  at  that  date,  with  a  complete  explanation  of  the  besb  upon  which -such  cash  value  was  determined; 

(c)  par  value  of  the  stock  issued  therefor;  (£)  par  value  of  total  stock  outstanding  March  3, 1917;  (r)  par  value 
of  tots1  stock  outstanding  at  the  beginning  of  the  taxable  period;  if  thc'value  at  which  such  assets  are  entered 
on  the  books  of  the  corporation. 

If  all  the  intangibles  were  acquired  before  March  3, 1917,  the  amount  by  which  if  exceeds  (5),  (e),  25  per 
eent  of  (<f),  or  25  per  cent  of  (c),  whichever  is  lowest,  must  be  entered  as  Item  1 ,  Schedule  G.  tor  the  taxable  period. 

If  the  Intangibles  were  acquired  on  or  after  March  3, 1917,  the  annunt  by  which  the  entry  In  if  relating  to 
such  intangibles  exceeds  (3)  or  (e)  rebtlng  thereto,  or  25  per  qent  of  it),  whichever  Is  lowest,  must  be  Included 
In  Item  1,  Schedule  G,  for  the  taxable  period:  Proridti,  That  if  intangibles  were  acquired  before  "March  3, 1917, 
and  also  on  or  after  that  date,  deduction  shall  be  made  so  that  the  amount  Included  in  invested  capital  for  the 

sggregatoollntanciblesshallnot  exceed  25  per  cent  of  the  par  value  of  the  total  stock  outstanding  at  the  beginning 

of  the  taxable  period. 

Nor*.— Tf  the  stock  of  the  corporation  was  issued  at  a  nominal  value  or  without  par  value,  tor  the  purpose 
of  the  computation  under  Item  I,  the  par  valne  shall  be  deemed  to  be  the  fair  market  value  as  of  the  date  or  dates 
of  issue.  The  aggregate  value  so  determined  of  stock  outstanding  on  March  3. 1917,  or  at  the  beginning  of  the 
taxable  perks.  ihall  be  the  basis  lor  the  computation. 

G2.  Is  any  tangible  property,  paid  In  for  stock,  carried  as  an  asset  by  the  corporation? _ 

If  so.  Is  It  entered  on  tbe  books  at  a  value  in  excess  of  its  actual  cash  value  when  received? _  Tn 

excess  of  the  par  vaUie  of  the  stock  paid  therefor? _ 

If  the  answer  to  either  of  the  last  two  questions  Is  “ yes, ”  submit  a  statement  showing  (a)  virwi  of  property, 

(3)  when  acquired.  ( c )  par  value  of  the  stock  paid  therefor,  (tf)  actual  cash  value  of  the  property  when  paid  In, 
(e)  the  hosts  on  which  that  value  *  as  determined,  (f  value  at  which  ;be  propel  ty  Is  entered  on  the  corporation's 
books,  and  it)  amount  by  which  x-ch  value  exceeds  the  aDc  wable  va’ue  under  Section  326(a)  62)  of  the  Revenue 
Act  of  1918.  Enter  this  amount  as  Item  2,  Schedule  G ,  for  the  taxable  period. 

G3.  tfas  the  business  ^Incorporated,  reorganized,  or  consolidated  or  was  it?  ownership  changed  or  was  there 
a  Change  in  ownership  of  proi-orty  after  March  3, 1917? _ _  If  so,  answer  the  following  questions: 

(а)  D'.d  an  interest  of  50  per  cert  or  more  in  the  business  or  In  the  property  v.iuch  changed  ownership  remain 

in  the  control  of  the  same  persons,  corporations,  associations,  or  partncrsnlps,  or  of  any  of  them? _ 

(б)  Were  any  of  the  assets  entered  on  the  books  of  the  corporation  malting  this  return  at  a  higher  valfie 

on  the  1  >ooks  or  Its  predecessor? _ 

e)  If  such  previous  owner  was  cot  a  corporation,  attach  a  statement  showing  (I)  the  coat  of  acquisition  to 
the  previous  owner  of  any  asset  so  transferred  or  received,  (2)«xpendituiw  subsequent  to  that  datefor  betterment 
or  development  not  deducted  as  expense,  or  otherwise  since  Marcel,  1913,  by  such  previous  owner,  (3)  theallow- 
suce  for  depreciation,  depletion,  or  impairment  since  the  date  of  acquisition  by  such  previous  owner. 

(■fi  1  r  all,  or  substantially  all.  of  the  property  waa  acquired  from  a"  corporation  during  the  taT.K*  period, 
attach  hereto  balance  sheet*  of  such  predecessor  corporations  os  at  the  beginning  of  the  taxable  period  and  ss  at  the 
date  immed'ately  prior  to  the  transfer  of  the  property  to  the  corporation  making  the  return,  and  abo  a  balance 
sheet  or  statement  of  the  corporation  making  this  return  showing  the  values  at  which  such  property  received 
or  transferred  were  entered  on  the  books.  0 

Tor  the  purpose  of  determining  Invested  capital  each  asset  so  transferred  «h«n  not  be  allowed  a  greater  value 
than  would  have  been  allowed  to  the  previous  owner,  li  a  corporation;  or,  If  not  a  corporation,  at  Its  oost  to 
such  previous  owner,  with  proper  adjustments  tor  losses  and  improvements.  • 


Gi.  Is  any  property  (including  physical  property,  securities,  and  '.many, ole  property)  pnid  for  with  cash 
or  with  other  tangible  property  entered  on  the  books  of  the  corporation  at  n  va’ue  tn  excess  oi  .be  amount  of  cash 

paid  therefor  or  the  actual  rash  value  of  the  tangib.e  property  pa.d  r  it  rotor? _ _ _  If  so,  submit  a 

statement  -  bow  ing  (v  i  kind  of  property ,  (3)  amount  of  cash  paid  therefor,  (r)  actu-.il  cosh  value  of  other  tangible 
property  paid  therefor,  («f)  liotv  that  value  was  determined,  (r)  value  at  which  the  property  Is  entered  on  the 
books  of  the,  corporation,  and  (J)  exerts  of  (*)  over  (3)  or  (e).  This  excess  must  heenteroda*  Item  I,  Scheduled, 
tor  the  ta\a’*lc  period. 

C5.  Has  adequate  provision  been  made  in  tho  accounts  of  tbs  company  for  (a)  losses  of  every 

kind?  . . . .  (3)  depreciation? - -  (r)  obeolesceneeT _ _ ,  (<f)  depletion  of 

mineral  deposit*,  timber  supplies,  and  the  like?  _ ... 

If  adequate  chart*  lias  not  been  made  tor  depreciation,  depletion,  obsolescence,  and  other  losses,  and  the 
value  of  the  property  has  not  been  mainta’ned  by  replacements  that  have  been  charged  to  expense,  proper 
additional  chargerfthcrefor  must  be  computed  for  all  years  In  which  they  were  not  made  on  tho  books,  and  tlie 
total  amount  of  such  charges  must  be  entered  as  Item  5,  Schedule  O. 

cn.  Did  the  corporation  ever  receive  a  stock  dividend  on  stock  owned  in  another  corporation? _ 

If  the  answer  Is  “yes,"  state  in  detail  for  each  stock  dividend  received,  (a)  date  received,  (3)  from  whom 
received,  (e)  number  of  shares  received,  (d)  par  value  of  stares  received,  (e)  value  at  which  entered  on  its 
books  of  account,  (/)  whether  or  not  surplus  was  increased  by  this  value.  If  answer  is  “yes,"  enter  the  amount 
by  which  surplus  was  increased  as  Item  8,  Schedule  G.  If  answeris  “no,"  state  the  account  a  which  it  w:s 
includ'd,  (g)  date  of  sale  Of  any  of  tho  shares  of  stock  received  as  a  stock  dividend,  (A)  number  of  shares  sold, 
(I)  amount  received  therefor.  ' 

NUtx.— If  answers  to  the  foregoing  questions  Indicate  that  stock  dividends  received  ot  any  time  have  been 
treated  as  an  increase  of  surplus,  and  such  increase  is  reflected  In  the  computation  of  invested  capital  in 
retorns  foe  any  or  all  of  the  taxable  periods  1917, 1918,  and  1919,  amended  returns  should  bo  filed  for  such  tax- 
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able  period  or  periods  in  which  this  error  occurred. 

Item. 

Amount. 

J.  Valuation  of  patents,  copyrights,  $*erct  proersir*.  or  formula,  pood  will, 
trade-marks,  trade  brands,  franchise*,  or  other  intangible  property. . 

2.  Valuation  of  tangible  property  paid  In  lor  stock _ 

5 - 

3.  Valuation  of  assets  acquired  In  reorganisations _ _ _ _ _ _ 

4.  ...  _ 

5.  Depreciation,  deptetian,  and  other  losses _ _ 

C.  Stock  dividend  on  stock  held  In  another  corporation . . . . 

. 12,£S5*£a . 

7.  Total  DxnrcTios.. . . 

!  -:  :12aS8^^0  . 

SCHEDULE  H.— CHANCES  IN  INVESTED  CAPITAL  DURING  TAXABLE  PERIOD. 

1.  Changes  In  Invested  capital  during  the  taxable  period  ordinarily  arise  In  one  or  more  of  tho  following 
ways: 

Addition; — 

(a)  By  sale  of  capital  stock  tor  cadi  or  by  the  Issue  of  capital  stock  for  tangible  or  other  asset*. 

(3)  By  payment  of  assessments  by  stockholders  or  by  creation  of  paid-in  surplus  by  contribution  of 
stockholders. 

Deduction?— 

(c)  By  liquidation  of  part  of  tbe  capital  by  retirement  ot  stork  or  by  purchase  of  treasury  Ttock  uot 
out  of  current  earnings. 

(J)  By  payment  of  cash  dividends  out  of  earnings  of  prior  years. 

it)  By  payment  of  Federal  income  and  profits  taxes  for  previous  years. 

Tb*  changes  with  respect  to  taxes  will  occur  in  nearly  every  case.  Should  do  changes  be  noted,  the  reason 
for  the  omission  should  be  stated. 

2.  Tho  following  instructions  should  be  followed  in  making  tbe  above  adjustments;  each  item  should  t>e 
designated  as  an  addition  or  deduction,  deduction  being  designated  by  red  ink: 

(a)  If  stock  is  Issued  for  cash,  the  actual  cash  received  (but  not  the  amount  of  discount)  should  bo  entered 
in  this  schedule.  Assets  (other  than  cosh)  paid  in  for  stock  must  be  valued  In  accordance  with  Section  IC^n)  (7> 
of  the  Revenue  Act  of  1918. 

(e)  If  capital  stock  of  the  corporation  is  reacquired  but.not  paid  lor  out  of  current  profits,  the  cost  of  such 
stock  should  be  deducted  from  Invested  capital. 

(if)  Report  dividends  paid  out  of  profit*  of  prior  yean  hut  not  dividends  paid  out  of  profits  of  the  taxable 
period.  Any  distribution  made  during  tbe  first  60  days  of  the  taxable  period  shall  be  deemed  to  have  been  made 
from  earnings  or  profits  occumidated  during  the  preceding  taxable  period;  bilt  any  distribution  made  during  tbe 
remainder  oi  the  taxable  period  shall  be  deemed  to  have  been  made  from  the  profits  tor  that  period  to  the  extent 
that  such  profits  are  sufficient.  (See  Articles  857  and  1549,  Regulations  45.) 

(t)  Tho  amount  of  Federal  Income  and  profits  taxes  payable  should  bo  prorated  and  deducted  a*  or  the 
date  »  when  due  and  payable  whether  reserves  have  been  set  up  on  the  hooks  or  not.  (Sec  Article  845.) 

Tbe  average  adjusted  deduction  to  be  entered  in  coluicn  7  equals  total  income  and  profits  tax  multiplied 
by  0.4214. 

3.  The  data  called  for  in  columns  1  to  5  should  he  given  for  a’l  transactions,  except  that  columns  3  and  4 
’  arc  applicable  only  to  tbe  issue  or  reooqulaltlon  of  the  corporation's  stock. 

4.  In  oolumn  6  enter  the  number  of  days  remaining  In  the  taxable  period  (Including  the  date  of  change). 

5.  The  net  changes  not  reported  In  Schodule  L,  I  f  not  in  accordance  with  the  increases  or  decreases  refiected 
in  tlia  balance  sheets,  should  be  fully  reconciled  therewith. 


1.  Nature  of  additions 
and  deductions. 

3. 

Date. 

3.  Number 
of  shores 
sold  or  re¬ 
acquired. 

4.  If  for 
cash,  state 
price  per 
share. 

3.  Amount  of  cash 
or  cu'h  value 
actually  received 
or  p:iid  out. 

c. 

Number 
of  days 
effect  a  e. 

7.  Adjusted  arenur. 

/  Colujan  ftXColtww*  *\ 
\  'No.  days  »t»  UubU  / 
period. 

1—  Jodtral-X] 

2- coat -Xauctft- 

5 . 

$. . 

3A5 

is 

/20 _ 

. 

53Q70.12 

_ 

!-42.}l4Q..Q9. 

'/go . 

-53070*30- 

..JroTQ70*10 

——20 

>  ggoop-rOfi 

A  <! 

120 _ 

— 108 

---17 

L.15SSd*Q3. 

- 2U&UC0- 

5_i _ 3 

m 

/2 ft- — 

—5^070.10- 

H  ;  _ 

9 

212250.42 

7 

*  . 

9.  Nrr  Incbza.se  ob  Decbba.sk. . — — . . . 

t . - 

SCHEDULE  J.— INADMISSIBLE  ASSETS. 

Has  the  corporation  any  inadmissible  assets  (1.  e.,  stocks,  bonds,  and  other  obligations,  except  obligation* 
of  tbe  Halted  States,  tbe  income  from  which  is  not  taxable)? - 

If  so,  attach  hereto  a  statement  showing  tor  the  taxable  period  the  facte  called  tor  In  Items  («)  to  0)  of  this 
schedule. 

If  the  income  from  snch  assets  consists  in  port  of  gain  or  profit  from  the  sale  or  other  disposition  thereof,  or 
if  all  or  part  of  the  Interest  derived  from  such  assets  Is  in  effect  included  in  the  net  income  because  of  the  limitedon 
on  the  deduction  of  interest  under  Section  234(a)  (2)  of  the  Reveuu*  Act  of  1918,  then  a  corresponding  part  of 
tha  capital  invested  In  such  assets  Is  deemed  an  admissible  asset.  In  such  case  set  forth  In  detail— 

(и)  the  various  kinds  of  income  derived  from  such  assets  and  the  computation  of  the  port  of  the  capital 

invested  therein  which  Is  deemed  at.  admissible  asset. 

For  tbe  purpose  of  this  schedule  Inadmissible  assets  shall  he  valued  at  cost  of  acquisition,  except  that  if  tha 
corporation  Is  a  dealer  in  securities  and  inventories  such  assets  i  ft  accordance  with  Article  1585.  Regulations  45,  such 
inventory  flguto  shall  constitute  the  measure  of  vo'uc.  Admissible  assets  shall  bo  valued  as  provided  in  Sections 
KC,  330,  and  331  of  the  Revenue  Act  oi  1918  and  Articles  S3i-fo.9, 031-034,  and  *H  of  Regulations  45.  The  average 
amount  of  assets  i  f  each  kind  lield  during  any  year  may  ordinarily  bo  determined  by  dividing  by  2  the  sum  oi 
tha  amount  oi  such  assote  held  at  the  beginning  of  the  taxob! ;  period  and  t  he  amount  held  at  the  end  oi  the  taxable 
period.  In  saeh  case  the  amount  ofadmisslble  assets  may  best  be  determined  from  (1)  tbe  balance  sheet  as  at  the 
beginning  of  tho  period  o4/Vtrd  with  re-pcct  tc  the  items  in  Schedules  Fand  G  and  (2)  tbe  bianco  sheet  as  at 
the  end  of  the  period  cwrespuidingly  adjusted.  Bui  If  at  any  time  during  the  taxable  period  a  suhstentlalchango 
has  taken  place  «n  the  amount  of  such  assets,  the  average  amount  muse  Ixs  determined  as  provided  in  Article 
SB  of  Regulations  43.  In  each  ease  shew  In  detail — 

-  (3)  The  computation  of  such  amount; 

(r)  Amount  of  inadmissible  assets  held  at  beginning  of  the  taxnblo  period: 

(d)  Amount  of  Inadmissible  assets  held  at  end  of  taxable  period: 

(e)  Average  amount  of  inadmissible  assets  held  during  taxable  period; 

(f)  Amount  of  admissible  assets  held  at  beginning  of  taxable  period; 

(y)  Amount  of  admissible  a'aets  held  ot  the  end  of  taxable  period; 

(к)  Avenge  amount  ofadmisslble  assets  held  during  taxable  period; 

(0  Sum  of  («)  plus  (3); 

0)  Percentage  which  it)  is  of  (0- 

This  percentage  (J)  should  he  applied  to  the  amount  appearing  on  lino  7,  Schedule  B,  in  order  to  ubtain  the 
deduction  on  account  of  inadmissible  asset*,  which  should  he  entered  online  8,  Schedule  B.  i—iotn 
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SCHEDULE  L. — RECONCILIATION  OF  NET  INCOME  AND  ANALYSIS  OF  CHANGES  IN  SURPLUS. 


i 

- 3„ . 


1.  Net  income  from  Schedule  A,  Item  27 ... 

2.  Nontaxable  income:  _  | 

(a)  Intern:  on  obligation*  of  the  United  States  and  Us  possessions 

wholly  exorapt  _ _ ... . . . . 

(b)  Interest  on  obligations  of  States,  Territories,  and  political  sub-  j 

divisions  thereof  .... - .......... - - - 1. 

(c)  Interest  on  Farm  Loan  Bonds  Issued  under  Federal  Farm  Loon  . 

ACT . . . . . . . . . . . . !• 

(i)  Dividends  on  stock  of  domestic  corporations  and  from  foreign  | 
corporations  taxable  by  the  United  States  on  their  net  j 

Incomes  . . . 

(r)  Dividends  on  stock  of 

< T) 

exempt  under  Section  23  of  the  Merchant  Marine  Act  of  1939 — 
(9)  Other  items 

a>-~ 

(S>— 

(3) . . . ..... 

3.  Chaises  against  reserves  for  bad  debts,  contingencies,  etc.  (to  bo  detailed): 

<«) . . . . — 


Dividends  on  stock  of  personal  service  corporations  out  of  earn-  J 

ings  upon  which  a  Federal  income  tax  has  been  Imposed _ _ _ t _ _ L 

Profits  which  are  derived  from  the  rale  of  vessels  ana  which  are  : 

- Oder  Section  23  of  the  Merchant  Marine  Act  of  197“ 

i  of  nqnmxable  inccmefto  be  detailed):  .  . 

Cifidronc#  bjtwoon 
-utory-andbookloee - 


1 

1.00 

| 

<*-j 

:;± 

1 

i 

1 

1 

I 

1 

~  1 

12.  Unalloseable  deductions:  , 

(а)  Donations,  gratuities,  and  contributions  _ _ ... _ $ _ 

(б)  Income  and  profits  taxes  paid  to  the  United  States,  its  pos-  i 

sessions,  or  foreign  countries  ...... _  ...  __  t  I 

(c)  Special  improvement  taxes  tending  to  increase  the  value  of  the  | 

property  asacraed . . . . 

(d)  State,  county,  and  municipal  taxes  paid  by  bonks,  and  other 

corporations  based  on  the  value  of  their  capital  stock _ 

Furniture  and  fixtures,  additions,  or  betterments  treated  os 
expense*  on  the  books _ 


-968. 


-Jasuff  icit*nfcd9pr*ois*ti< 


J_.3t-.j60.j5lJ 


<0 


(J)  Replacement  and  renewals 

(s)  Insurance  premiums  paid  on  the  life  of  any  officer  or  employee 

for  the  benefit  of  the  corporation  or  business . . . 

(k)  Interest  on  indebtedness  incurred  or  continued  to  purchase  or 
carry  securities  (other  than  obligations  of  the  United  States 
issued  after  September  24, 1917),  the  Interest  upon  which  Is 

wholly  exempt  from  taxation _ _ 

(i)  Additions  to  sinking  fund  reecrve.  and  resorves  for  bad  debts  ' 
and  other  contingencies  (to  be  detailed): 

(1) - 

(2)- 


(e) - 


\  Total  of  Items  1  to  3,  Inclusive - - - . 

5.  Total  from  Item  13... - - - 1 _ 

C.  Net  profit  for  year  as  shown  by  books,  before  any  adjustments  are  |  * 

made  therein  (Item  4  minus  Item  .'■) . . . . . . . . $ . . 

7.  Surplus  and  undivided  profits  as  shown  by  balance  sheet  at  close  of 
preceding  taxable  period - - - 


!-4r6-!riOf-!o4- 

-lgQ-Q^C'-.QQ  12 


(J )  Other  unallowable  deductions  (to  be  detailed): 

-  Cgtlai- 


ffdl 


8.  Other  credits  to  surplus  (to  be  detailed): 

(«) - - - - - 

9  Total  of  Items  6  to  8,  inclusive - - 


- 


10.  Total  from  Item  16 _ _ _ _ _ 

11.  Sorptusand  urnhylded  profits  as  shown  by  balance  sheet  at  dose  of  . 


(6)  Date  paid _  Character 

(c)  Date  paid _ _  Character 

(d)  Dote  paid.... _ _  Character 

j  IS.  Other  debits  to  surplus  (to  bo  detailed): 

(.a). - 

(e)  - 


irpms  ana  msavnwo  pmnn  a*  joowb  py  uaiauce  soeei  at  Close  01  , - T >  ,  . _  .  , 

taxable  period  (Item  9  minus  Rem  IQ) - - ... _ . ^ _ gQfo-j  {^)I  -  -rere— ''  IX  Total  of  Items  14  and  IS _ 


Total  of  Item  13 . . . . . . . If _ Ijj 

||  14.  Dividends  paid  during  the  taxable  period  (state  whether  paid  in  rash, 
stock  of  this  company,  or  other  property): 

(a)  Date  paid'. 


SCHEDULES  SUPPORTING  SCHEDULE  A. 

The  following  schedules  must  be  furnished,  and  those-  prepared  on  separate  sheets  should  be  firmly  attached  to  this  return.  Enter  name  and  address  of  corporation  on  each  sheet. 


SCHEDULE  A2:  COST  OF  OOODS  SOLD,  EXCLUSIVE  OF  EXPENSES,  REPAIRS,  AND  OTHER 
ITEMS  CALLED  FOR  SEPARATELY. 

If  engaged  In  a  trade  or  business  in  which  the  production,  purchase,  or  sale  of  merchandise  of  any  kind 
is  an  lDnome-produdsg  factor,  (a)  secure  from  the  Collector  of  internal  Revenue  and  file  as  a  part  of  this 
return.  Certificate  of  Inventory.  Form  1 12*.  and  (5)  fill  In  the  following  schedule,  entering  on  lines  3  and  6,  ’mmodi- 
ately  before  the  amount  column,  the  letters  **C,”  or  “C  or  M,"  to  Indicate  that  Inventories  are  valued  at  althar 
cost,  or  cost  or  market,  whichever  is  lower. 

(1)  Merchandise  boaght  lor  sale _ S. _ — 


W 


Cost  of  manufacturing  or  otherwise  producing  good*.  (Submit  schedule 
showing  principal  Items  of  ecet,  the  minor  items  bring  group**  In  coe 
amount) _ — - - ... . . . . . . 


(3)  Hus  Inventory  at  beginning  of  year. 

(4)  Total - - 


(S)  Lera  Inventory  at  end  of  year.. 
(«)  Coat  of  goods  sold - — 


SCHEDULE  A3:  CROSS  INCOME  FROM  OPERATIONS  OTHER  THAN  TRADING  OR  MANU¬ 
FACTURING. 

Submit  a  schedule  shoering  the  nature  and  amount  of  the  principal  Items  Included  herein,  the  minor  Items 
being  grouped  In  one  amount.  (For  lnsuranoe  companies  see  page  2  of  Instructions,  paragraphs  2  and  3.) 

SCHEDULE  A4:  TAXABLE  INTEREST  ON  OBLIGATIONS  OF  THE  UNITED  STATES  AND  WAR 
FINANCE  CORPORATION  BONDS. 

If  Interest  was  derived  during  the  taxable  period  from  Liberty  Beads  or  other  obligations  of  the  United 
States  issued  since  September  1, 1917  (except  Victory  Liberty  Loan  3f%  Notts),  or  War  Finance  Corporation 
Bonds,  secure  from  the  Collector  end  file  as  a  part  of  this  return  Schedule  of  Taxable  Interest  on  Liberty  Bonds, 
Form  1125.  , 

State  the  amount  of  Victory  Liberty  Loan  3J%  and  *t%  Notes  originally  subscribed  tor  and  still  owned 

at  the  date  of  filing  this  return,  3 - 

St:ite  the  amount  of  Fourth  Liberty  Loan  4J%  Bonds  originally  tahecribed  for  and  still  owned  at  the  date  of 

• 

filing  this  return,  8 - 

If  this  Is  a  consolidated  return,  file  Form  1125,  and  answer  the  above  questions  for  each  of  the  corporations 
posing  the  affiliated  group  which  owned  during  the  taxable  period  taxable  obligations  of  the  United  State* 
War  Finance  Corporation  Bonds,  os  each  affiliated  corporation  Is  entitled  to  the  exemptions. 


comi 

and 


SCHEDULE  AS:  TAXABLE  INTEREST  FROM  ALL  OTHER  SOURCES. 

Submit  a  schedule  showing  the  source,  nature,  sad  amount  of  the  principal  items  Included  herein,  the  minor 
Items  being  grouped  In  one  amount. 


(1)  Have  you  Included  In  this  Item  any  Interest  on  preferred  stock?- 


If  so,  how  much? 


(3)  Have  you  Included  In  this  Item  any  Federal  Income  tax  paid  at  source  In  pursuance  of  tax-free  covenant 

bonds? _  Ifeo,  how  much?  S. 

m  bonds  submit  a  m 

national,  State,  municipal,  or  corporate),  (c)  amount  < 


For  i  □  tenet  on  foreign  bonds  submits  schedule  showing  (« )  name  of  country,  (5)  kind  of  obligations  (whether 

.  .  ‘  "rarer  *  of  prfne'  *  * "  *  *"  - 


nclpal,  and  (rf)  amount  of  Interest. 

SCHEDULE  A9:  DIVIDENDS  ON  STOCK  OF  FOREIGN  CORPORATIONS. 


Submit  a  schedule  showing  f  1 )  with  respect  to  each  foreign  corporation  taxable  by  the  United  States  on 
Its  net  Income,  (a)  name  of  corporation,  (6)  country  In  which  organixed,  (e)  total  par  value  of  stock  owned. and 
<rf)  amount  of  dividends:  (2)  same  Information  with  i  ~ 

United  State*  on  its  net  income. 


respect  to  each  foreign  corporation  not  taxable  by  the 


SCHEDULE  A10:  GROSS  INCOME  FROM  ALL  OTHER  SOURCES  (net  Including  any  amount  with 
respect  ta  sale  el  capita]  assets  or  miscellaneous  Investments). 

Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  items  included  herein,  the  minor 
items  being  grouped  In  one  amount.  The  total  of  the  schedule  should  be  entered  as  Item  10,  Scbodule  A. 

SCHEDULE  A12:  ORDINARY  AND  NECESSARY  EXPENSES  (except  amounts  called  for  separately  in 
Schsdule  A). 

Submit  a  statement  showing  character  and  amount  of  the  principal  Items  Included  herein,  the  minor  items 
being  grouped  in  one  amount.  (For  schedules  to  be  submitted  by  insurance  companies  so*  page  3  of  Instruc¬ 
tions,  paragraphs  4  to  7.) 

SCHEDULE  A13:  COMPENSATION  OF  OFFICERS. 

Submit  a  schedule  showing  for  each  officer  (1 )  name,  (2)  duties,  (3)  time  devoted  to  soch  dntics,(4)  shares  of 
stock  owned  or  controlled:  (a)  preferred,  (0)  common;  (6)  total  compensation  for  the  taxable  period,  and  (*) 
amount  of,  and  reason  for  increase,  H  any,  over  preceding  period. 

Submit  a  schedule  showing  lor  each  employee  (if  a  stockholder  of  tlio  corporation),  whose  compensation 
Is  at  the  rate  ol  12,000  or  more  per  annum,  facts  similar  to  those  called  lor  in  respect  to  officers. 

SCHEDULE  A14:  REPAIRS  (Including  labor,  supplies,  overhead,  and  other  items  properly  chargeable  to 
repairs). 

Submit  a  schedule  showing  the  nature  and  amount  of  the  principal  ltema  Included  herein,  the  minor  items 
being  grouped  in  ouo  amount.  (  For  classification  of  repairs  see  page  2  of  Instructions,  paragraph  8.) 

SCHEDULE  A16:  TAXES. 

Snbmlt  a  schedule  showing  separately  for  ecch  class  of  taxes  deducted,  (a)  character,  and  (6)  amount. 
Federal  income  and  profits  taxes,  taxes  which  are  a  credit  under  Section  238,  taxes  assessed  s gainst  local 
benefits  of  a  kind  tending  to  increase  the  value  of  tho  property  assessed,  and  State,  county .  and  municipal  taxes 
paid  by  honks  and  other  corporations  based  on  the  value  of  their  capital  stock  are  not  allowable  deductions  in 
eofsuch  - * —  - - * - -  —  — - "  ‘ - 


computing  taxable  Income 
Revenue  Act  of  1918. 


[  such  corporation;.  (See  Article  sew,  Regulations  45,  and  Section  234(a)(3)  of  the 

Second  Vioe 


SCHEDULE  A17:  DEBTS  ASCERTAINED  TO  BE  WORTHLESS  AND  CHARGED  OFF  WITHIN 
TAXABLE  PERIOD. 

Submit  a  schedule  showing  the  amount  (a)  arising  boas  sales,  or  service*  previously  reported  as  Inoome: 
(8)  arising  trom  other  sources  (Interest,  rent,  royalties,  etc.)  previously  reported  as  Income;  (e)  arising  from 
soarees  other  than  those  specified  above  (to  bo  Itemised).  (See  Article  i&l,  Regulations  45.) 

SCHEDULE  Alt:  EXHAUSTION.  WEAR  AND  TEAR  (faschxUng  sbaiHseonci). 

H  a  dad  action  Is  mad*  on  account  of  depredation,  the  following  achedole  must  b*  flUad  In,  and  the  total 
t  claimed  therein  should oorraspood  with  tho  figars*  reflected  in  tbo  balance  sheet.  Land  values  must 
'  1  in  this  schedule.  (See  page  2  of  Instructions,  paragraph  10,  and  Artl dor  101  to  171,  Kegu- 


lOnd  of  property. 
(If  buOdfags.  stats 
th*  material  of 
which  constructed.) 

Data 

Af» 

Coit,  w  If 
acquired  prior 
to  Mar.  1.1913, the 
fair  markat  value 
on  that  data. 

Probable 
Ilia  after 

Amount  of  deprec 

iadoe  Charged  off . 

acquired. 

acquired. 

acquire¬ 

ment. 

This  year. 

Previous  yaon. 

.  . 

f 

. 

• 

* 

m 

Total. 

j  _ 

*  ' 

8. . 

8. . . 

Notx.— If  obsolescence  is  a  factor  In  determining  your  deduction  attach  a  statement  showing  the  amourr 
claimed  for  the  taxable  period  and  the  basis  on  which  computed. 

SCHEDULE  A19:  DEPLETION. 

H  a  detection  is  claimed  on  rasoount  of  dmledoo,  secure  from  the  oolleotor  Ftam  D  (minerals).  Form  E  (real). 
Form  F  (miscellaneous  nonmetals).  Form  O  (oil  and  gas),  or  Form  T  (timber),  fill  in  and  file  with  return.  If 
complete  valuation  data  has  been  filed  Irlth  questionnaire  In  previous  years,  then  file  with  this  return  informa¬ 
tion  necessary  to  being  your  depletion  schedule  up  to  date,  setting  forth  In  full  statement  of  all  transactions  bear¬ 
ing  on  deductions  or  additions  to  vain*  of  physical  assets  with  explanation  of  how  depletion  deduction  for  tax¬ 


able  period  has  been  determined.  In  case  of  timber  this  should  ba  done  by  filling  in  1 


1 T  (timber). 


SCHEDULE  A22;  PROFIT  OR  LOSS  ON  SALES  OF  CAPITAL  ASSETS  AND  MISCELLANEOUS 
INVESTMENTS  (tnefodin*  UquMeHag  dividends). 

In  case  of  disposal  of  property,  resulting  In  a  profit  or  loss,  tb*  following  schedule  most  b#  filled  in,  using 
a  separate  Une  for  each  asset- 


X  Data 
acquired. 

3.  Ag# 
when 
acquired. 

4.  Coot,  or  if 
acquired  prior 
to  Mar.  1.1918,  the 
ffelr  market  value 
on  that  date. 

5.  Coatof 
mbasqueot 

lmprove- 

meots.lfany. 

X  Depreda- 
.tton. 

7.  SaJ«pHc«of 
Uquidatloc 
d^vidaods. 

% _ r_  _ 

*  . 

,  . 

• 

‘ 

Total . .  . . 

X . 

X . 

X . 

z _ 

Net  profit  or  loss  (total  of  oolomns  6  and  7  minus  total  of  columns  4  and  S),  3- 
State  what  amount,  if  any,  bxtaded  In  oolnmn  4,  represents  good  will-.  3- 


L  any  of  the  assets  were  acquired  prior  to  Match  1,1913,  state  how  the  fair  market  vain*  on  that  date  was 

determined  . . . . .........  . . .  ^ 

In  case  Of  exchange  of  property,  submit  evidence  substantiating  the  basis  used  In  arriving  at  the  market 

valne  of  property  received - - - - - 

SCHEDULE  A23:  LOSSES  SUSTAINED  DURING  THE  TAXABLE  PERIOD  AND  NOT  COM¬ 
PENSATED  FOR  BY  INSURANCE  OR  OTHERWISE. 

A  schedule  to  the  000  requested  above  should  be  submitted  with  respect  to  lames  of  property  *rl> 
tog  from  fires,  storms,  shipwreck,  or  other  casualty,  or  from  theft,  and  not  compensated  for  by  insurance  or 
otherwise,  except  that  cotamn  7  should  show  •'Insurance  and  salvage”  instead  of  “Sale  price  or  liquidating 
dividends.” 

SCHEDULE  A26:  AMORTIZATION  OF  WAR  FACILITIES. 


once 


The  amount  claimed  a*  a  deduction  under  this  item  should  be  substantiated  byschednls  prepared 
D  with  Section  214(a)  9,  Revenue  Act  of  1918,  Articles  in  to  188,  industra,  ol  BegnlatMas  45. 


inaooord- 


i 


DISCOUNT  AND  PREMIUM  ON  BONDS  SOLD. 

There  must  he  attached  to  the  return  a  schedule  showing  In  detail  each  isme  and  rale  of  bonds  of  tho 
reporting  corporation  giving  the  following  Information:  (a)  Class;  (5)  date  of  sale;  (e)  maturity;  (*)  amount  sold; 

(rj  amount  reallred;  (I)  premium  or  discount  per  annum.  •  _ . .  .  ....  _ 

That  proportion  of  tne  premium  or  discount  applicable  to  the  retorn  period  must  ha  repnrtedelthcr  as  Item 
10  or  15,  Schedule  A,  page  L  unless  the  amount  of  premiums  or  discount  has  been  reported  ms  Income  or  allowed 
as  a  deauction  in  prior  years.  (See  A  rtirlc  544,  Regulations  45. ) 


We,  tho  undersigned,  president  and  treasurer  of  tho  corporation  for  which  this  return  is  made,  being  severally  duly  sworn,  each  for  himself  deposes  and  says  that  this  return, 
including  tho  accompanying  schedule*  and  statements,  has  been  examined  by  him  and  is,  to  tho  best  of  his  knowledge  and  belief,  a  truo  and  complete  return  maco  in  good  laitn,  tor  tno 
taxable  period  as  stated,  pursuant  to  the  Revenue  Act  of  1S»1S  and  tho  Rogulatk.is  issued  under  authority  thereof. 


Sworn  to  and  subscribed  before  me  this  ...^^ . . day  of _ Sfij^tO 

I - t  (Signed)  T*  Y*  Alim, 


i<3f. 


Seal  oi  officer 
makln;  affidavit. 


Circuit,  Territory  of  B^nii* 


(Signed)  E.  D.  Tenney 

"Sec and  Vice  president" 

Troaourer 


President. 

Treasure. 

a — icxra 

CC 

(Official  caiioclty.) 


IF  RETURN  IS  FOR 
CALENDAR  TEAR  1920 
FILE  IT  WITH  THE 
COLLECTOR  OF  INTERNAL 
REVENUE  FOR  YOUR 
DISTRICT  ON  OR  BEFORE 
MARCH  15,  1921 

IF  FOR  A  PERIOD  OTHER 
THAN  A  CALENDAR 
YEAR  THE  RETURN 
SHOULD  BE  FILED  ON  OR 
BEFORE  THE  15TH  ''DAY 
OF  THE  THIRD  MONTH 
FOLLOWING  THE  CLOSE 
OF  SUCH  PERIOD 


LIUDZN  NO.  S  AMENDED  RETURN 

Page  1  of  Return 

Form  1120— UNITED  STATES  INTERNAL  REVENUE  SERVICE 

CORPORATION  INCOME  AND  PROFITS  TAX  RETURN 

FOR  CALENDAR  YEAR  1920 

Or  for  period  begun _ ,  19 _ ,  and  ended _ ,  19_ 


(00  NOT  WRITE  IN  THIS  SPACE) 


If  In¬ 

come  IndudM 
amlkuJHfN 
from  Conm- 

m«nt  con¬ 
tract.,  pro- 
cur*  from  tha 
Collector  of 
Internal  K»»- 
MIU*  for  TOUT 
district  Form 
1120  S.  execute 
and  file  the 
same  as  a  part 
of  this  return. 


(PRINT  PLAINLY  CORPORATION’S  NAME  AND  BUSINESS  ADDRESS) 

TEE  LIEUE  PLANTATION  COMPANY  LIMITED 
c/o  AMERICAN  PACT  OPS,  LIMITED 
HONOLULU,  KAMI 


CASH 


CHECK 


M.O. 


CERT, 
•f  IND. 


Examined  bj 
Audited  by 


$ 


FIRST  PAYMENT 


Cashier’s  Stamp 


3 


KIND  OF  BUSINESS _ _ 


IS  THIS  A  CONSOLIDATED  RETURN?. 


SCHEDULE  A— TAXABLE  NET  INCOME. 


CROSS  INCOME. 


1.  Grow  sales,  less  returns  and  allowances _ 

2.  Less  cost  of  goods  sold,  exclusive  of  expenses,  repairs,  and  other  items  called  for  separately 

below  (from  Schedule  A2) _ 


3.  Gross  income  from  operations  other  than  trading  or  manufacturing,  less  allowances  (from  Schedulo  A3) _ 

4.  Taxable  interest  on  obligations  of  the  United  States  and  War  Finance  Corporation  Bonds  (from  Form  1125,  nee  Schedule 

A4) - 

5.  Taxable  interest  from  all  other  sources  (from  Schedule  A5) _ _ _ 

6.  Rentals _ 1 - - - 

7.  Royalties _ 

8. 

9. 


10. 

11. 

12. 

13. 

14. 

15. 
IS. 
17. 
IS. 

19. 

20. 
21. 

22. 

23. 

24. 

25. 

26. 

27. 

28. 
29, 


Share  of  net  income  earned  by  personal  service  corporation  during  its  accounting  period  (whether  received  or  not) _ 

Dividends  on  stock  of  (a)  foreign  corporations  (from  Schedulo  A9),  $ _ ;  and  (6)  domestic  corporations, 

except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  1, 1918,  $ _ : _ Total 

Gross  income  from  all  other  sourcee  (not  including  any  amount  reported  in  Item  22,  below)  (from  Schedule  A10) _ 

Total  or  Items  1  to  10.. _ 


-2UJE  0ZJ5&.J 
_ !.3C£-iQ-- 


_ !lOU.„ 


-SQjJQGL 

L^-7.~Ii3 


DEDUCTIONS. 

Ordinary  and  necessary  expenses  (except  amounts  reported  in  Item  2  above  or  called  for  separately  below)  (from  Schedule 
A12) _ _ _ 


Compensation  of  officers  (including  salaries,  commissions,  and  other  compensation  in  whatever  form  paid)  (from  Schedule  A13) 

Repairs  (including  labor,  supplies,  etc.)  (from  Schedule  A14) - - - 

Interest  (see  page  2  of  Instructions,  paragraph  9) _ 

Taxes  (from  Schedule  Air)  _ 


Debts  ascertained  to  be  worthless  and  charged  off  within  the  taxable  period  (from  Schedule  A17). 

Exhaustion,  wear  and  tear  (including  obeolescence)  (from  Schedule  A18) _ * _ 

Depletion  (from  Schedule  A19) _ _ _ 


4®. 


120. 


5J- 


JC&JlZ 


-33 


333. 


Total  or  Items  12  to  19. 


fc- 


Doterence  Between  Items  11  and  20. 


Profit  or  loss  on  sales  of  capital  assets  and  miscellaneous  investments,  including  liquidating  dividends  (from  Schedule  A22)_|$. 
Losses  sustained  during  the  ttxable  period  and  not  compensated  for  bv  insurance  or  otherwise.  (From  Schedule  A23.) 
(Extend  to  last  column  sum  of  or  difference  between  Items  22  and  25)., _ 


.y&jszk-ns. 


.1* _ L 


Net  income  for  taxable  period  exclusive  of  deductions  for  dividends  and  amortization  (sum  of  or  difference  between  Items  21  and  23,  the  latter  as  extended) .  I _ 1_  j 

Dividends  on  stock  of  (a)  foreign  corporations  taxable  by  the  United  States  on  their  net  incomes,  and  (6)  domestic  cor-  I  I  I  I  | 
poiations,  except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  1,  1918 _ 4 _ ! _ | _ j5Q_|.QCL.| 

Amortization  of  war  facilities  (from  Schedulo  A26)  (extend  total  of  Items  25  and  26) _ 


Nrr  Income  tor  Taxable  Period  (difference  between  Items  24  and  26,  the  latter  as  extended — to  be  entered  as  Item  5,  Schedule  D). 
Lees  deduction  provided  in  the  first  paragraph  of  Section  23,  Merchant  Marine  Act  of  1920  (see  page  1  of  Instructions,  paragraph  4) _ 


JL 


kit. 


.86.6... 

m 


463_ 


-1*0- 


-735- 


£L 


115.. 

M 


-3  L 


31 


.37k 


422-1 


JL3. 


sc  bo 


_&22..PL3_ 


-IS. 


P; 


SCHEDULE  B-INVESTED  CAPITAL. 

ITXX. 

AMOUNT. 

1.  Capital,  surplus,  and  undivided  profits  at  beginning, of  taxable  period  os  shown  by  books  (from  Schedule  E,  Item  11)  _  _ 

_ t  .6  - 

jmJ 

LftlkJ 

2.  Plus  adjustments  by  wav  of  additions  (from  Schedule  F,  Item  4).  r  ..  _  .  .  . 

. i- 

.*±7-3*1 

S9_„ 

3.  Total _ 

■  . S3? 

,Q5Cl. 

P7ff 

PQ~ 

4.  Lees  adjustments  bv  wav  of  deductions  (from  Schedule  G.  Item  7).  _  „  _  „  ..  . 

8.  Remaivti**  . .  . .  . 

!$ . £. 

-05O_ 

.0Y£.£CL_ 

6.  Plus  or  minus  changes  in  invested  capital  during  taxable  period  (Net  Increase  or  Decrease  from  Schedule  IT) 

j 

-25*5—1 

.QjSLJ.22-. 

7.  Total  (ok  Rrw*TVT>T.n) 

. . .  5. 

IE 

3$b. J 

u33- 

8.  Less  deduction  on  account  of  inadmissible  assets  (from  Schedule  J)  29  »  4-7Q‘Wie 

r  i 

.690... 

.773-1 

-73- 

9.  Invested  capital  for  taxable  period.  (If  return  is  for  a  period  leas  than  a  full  year,  see  page  2  of  Instructions,  paragraph  11)_.„ 

rt 

-IQkJ 

-22-3- 

L Ik. 

SCHEDULE  C— EXCESS  PROFITS  CREDIT. 


1-  Eight  per  cent  of  invested  capital  for  taxable  period  (Ttem  9  of  Schedule  Ti)  _ 

$ 

32S 

J3Z_ 

85_ 

2.  Exemption  (33,000)  (except  for  foreign  corporations) . .  . 

—.3™ 

-000- 

.00.. 

3.  Excess  Profits  Credit  (Item  1  plus  Item  2).  (If  return  is  for  a  period  lees  than  a  full  year,  see  page  2  of  Instructions,  paragraph  11) . 

S _ 

=£r 

SCHEDULE  D — COMPUTATION  OF  TAXES. 


1.  Beacxets. 

2.  Amount  or  Nrr  Income  (Items 
27  or  29,  Schedule  A)  cf 
Each  Bkacxxt. 

X  Excess  Paoms  Cxxnrr  (Item 
3,  Schedule  C). 

4.  Balance  Subject  to  Tax. 

5. 

Bate. 

1.  Net  income,  not  in  excess  of  20%  of  invested  capital. _ 

2.  Balance  of  net  income. 

s _ -S2Q- 

.Skit. 

£sl 

.51. 

3 

-351- 

337 

£5- 

$ 

U*q 

506- 

7? 

20% 

.326... 

■  jrjr 

-7-7-7- 

51... 

40%  - 

3.  Totals  computed  undor  Section  301(h). .. 

Lxkz_ 

.622.. 

1. 13.$ _ 

ml 

i 

sti 

_2Sk 

SI  s 

a  Amount  or  Tax. 


4.  Excess  Profits  Tax,  if  computed  under  Sections  302,  303,  304(c)  or  337  of  the  Revenue  Act  of  1918  (see  page  2  of  Instructions,  paragraph  14) 


5.  Net  income  for  taxable  period  (Item  27,  Schedule  A) 
a  Less:  Taxable  interest  on  obligations  of 
United  States  and  War  Finance  Cor¬ 
poration  Bonds  (Item  4,  Schedulo  A).. 

7.  Execs;  profits  tax  (Item  3  or  4,  column 

6,  Schedule  D)  or _ 

8.  Excess  profits  and  war  profits  taxes 

(Item  IS,  Form  1120S.  income  from 
Government  contracts) _ »  . 

9.  Exemptions,  except  for  foreign  corpora* 

tlons,  33.000  unless  return  is  for  less 
ttanayca-  (see  pmte  2  of  Instructions, 
paragraph  11) _ 

10.  Balance  subject  to  income  tax  (Item  5,  leas  Items  6, 7,  and 
9,  or  Item  5.  Icsb  Items  6,  8,  and  9). 


11.  Tax  of  10%  oh  Item  10. 


AMENDED  RETURNS. 

An  amended  return  must  he  plainly  marked  "Amended ft  across  the  face  of  the  return. 


12.  Total  tax  (Item  3,  4,  or  8  plus  Item  11), 


13.  Lees:  Income  and ‘profits  taxes  paid  to 

foreign  countries  or  possessions  of  the 
United  States.  (See  Sections  23S  and 
240(c)  of  Revenue  Act  of  1813) - 

14.  Income  tax  withheld  at  the  source  in 

case  of  a  foreign  corporation  not  sa¬ 
inted  in  a  trade  or  busineas  within 
the  United  States,  and  not  having  any 
office  or  place  of  business  therein - 


em  1 

sJTj 

i) - 

l 

ix  Pa-id _ 

Ts: 

1 

:  Overpaid 

- 1 

* 

97 

901- 

■55- 

136.... 

ni_ 

4  -  - 

22  R 

612 

$  . 

• 

$ . 

-31. 

kik.; 

\z 

3 

J&L 

>7 

321  _ 

491 

81 

1 

464 

24 

ZZZZZZ2 

15.  Balance  of  tax  (Item  12  minua  Items  13  and  14) . 


*  CHECKS  AND  DRAFTS. 

Checks  and  drafts  will  be  accepted  only  if  payable  at  par  at  vour  Collector’s  office. 

-  2— 1047  f 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


os 

£C 

4^ 


Page  3  oi  Return 
QUESTIONS. 


KIND  OF  BUSINESS. 

1.  By  means  of  the  key  letters  given  below,  identifv  the  corporation's  xnain  incomo- 
produeing  activity  with  one  of  the  general  classes,  and  fo'llow  this  Dy  a  special  description 
of  the  business  sufficient  to  give  tho  information  called  for  under  each  general  class. 

A. — Agriculture  and  related  industries,  including  fishing,  logging,  ice  harvesting,  etc., 
including  die  leasing  of  such  property.  State  the  product  or  products.  B. — Miring  and 
q tiarrying.  including  gas  and  oil  wells.  Include  tho  leasing  of  such  property.  State 
tho  product  or  products.  C. — Manufacturing.  State  the  product  and  also  the  material 
if  not  implied  by  the  name  cf  tho  product.  D.-^Constraction — excavations,  buildings, 
bridges,  railroads,  ships,  etc.,  also  equipping  and  installing  same  with  systems,  devices, 
or  machinery,  without  their  manufacture.  State  nature  ot  structures  built,  materials 
used,  or  kind  of  installations.  El.—' Transportation— rail,  water,  local,  etc.  State  the 
kind  and  special  product  transported,  if  any.  E2. — Public  utilities— gas  (natural,  coal, 
or  water);  electric  light  or  power  (hydro  or  steam  generated);  beating  (steam  or  hot  water); 
telephone;  waterworks  or  power.  E3.— Storage — without  trading  or  profit  from  sales— 
(elevators,  warehouses,  stockyards,  etc.)  State  product  stored.  E4. — Leasing  transpor¬ 
tation  or  utilities.  State-  kind  of  pro{>erty.  F.— Trading  in  goods  bought  and  not  pro¬ 
duced  by  the  trading  concern.  State  manner  of  trade,  whether  wholesale,  retail,  or  com¬ 
mission,  and  product  handled.  Sales  with  storage  with  profit  primarily  from  dies.  G. — 
Service— domestic,  including  hotels,  restaurant*,  etc.:  amusements;  other  professional, 
neraonal,  or  technical  service.  State  the  service.  H. — Finance,  including  banking, 
real  e*fate.  insurance.  I. — Concerns  not  falling  in  above  classes  (a)  because  of  combining 
several  of  them  with  no  predominant  business,  or  (6)  for  other  reasons. 

2.  Concerns  whose  business  involves  activity  falling  in  two  or  more  of  tho  abovo 

general  classes,  where  tho  same  product  is  concerned,  should  report  business  as  identified 
with  but  one  of  the  above  general  classes;  for  example,  concerns  in  A  or  B  which  also  , 
transport  and  market  their  own  product  exclusively  or  mainly,  should  still  bo  identified 
with  classes  A  or  B;  concerns  in  C  (manufacturing'  which  own  or  control  their  source  of 
material  supply  in  A  or  B  and  which  also  transport,  sell,  or  install  their  own  product 
exclusively  or  mainly,  should  lx?  identified  with  manufacturing;  concerns  in  D  may 
control  or  own  source 'of  supplv  of  materials  used  exclusively  or  mainly  in  their  construc¬ 
tive  work,  concerns  in  El  or  E2  may  own  or  control  the  souire  of  their  material  or  power; 
concerns  in  F  may  transport  or  store  their  own  merchandise,  but  its  production  would 
identify  them  with  A ,  B,  or  C.  • 

3.  Answers:  I 

(а)  General  class  (use  key  letter  designation) _ _ 

(б)  Main  income-producing  business  (give  specifically  tho  information  called  for 

under  each  key  letter,  also  whether  acting  as  principal,  or  as  agent  on  commis¬ 
sion:  state  if  inactive  or  in  liquidation' _ _ 


—I—’ 


OTHER  CONCERNS  IN  SAME  BUSINESS. 

4.  Enter  on  the  following  lines  the  names  and  addresses  of  five  representative  concerns 
in  your  locality  or  section  of  the  country  engaged  in  the  same  kind  of  Madness: 


INCORPORATION. 

5.  Date  of  incorporation _ .... _ 

6.  Under  the  laws  of  what  State  or  country _ _ _ 

REORGANIZATION  AND  ACQUISITION  OF  MIXED  AGGREGATES  OF  ASSETS. 

7.  Has  the  corporation,  or  cmy  rf  it*  predecessors.  been  reorganized,  or  has  it,  or  tmy 
of  its  processors,  taken  over  a  going  business  or  acquired  a  mixed  aggregate  of  tangible 
and  intangible  property,  and  paid  for  such  property  m  whole  or  in  part  with  stock  or  other 

securities  since  the  cloae  of  the  preceding  taxable  period? _  , 

8.  If  so,  furnish  a  brief  narrative  history  of  the  busmen  and  submit  a  statement 
showing: 

{«»  The  name  of  the  concern  taken  over  (or  from  which  the  property  was  acquired); 

<b)  The  nature  of  the  assets  and  liabilities  so  acquired; 

(c)  The  total  par  value  of  the  stock  issued  therefor; 

(d)  The  value  at  which  each  class  of  assets  was  carried  on  the  books  of  the  concern 

from  which  acquired  (submit  a  balance  sheet  of  tho  predecessor  concern  as  at  the  date  oL 
acquisition  or  as  nt  the  dose  of  its  last  accounting  penod  prior  thereto);  v 

(c)  The  value  at  which  each  item  was  carried  on  the  books  of  the  corporation  making 
this  return,  and  full  details  of  anv  adjustments  subsequently  made  pertaining  thereto  and 
the  basis  on  which  such  revaluation  was  made. 

9.  If  patents,  copyrights,  secret  processes  or  formula*,  good  will,  trade-marks,  trade 
brands,  franchises,  or  other  intangible  property  were  acquired,  state  the  bass-  on  which 
their  value  was  determined  and  how  they  were  paid  for. 

10.  If  at  the  time  of  any  purchase  er'reorganization  as  contemplated  in  question  7,  any 
property  was  entered  on  the  books  of  the  reorganized  concern  or  any  vendee  predecessor  at 
a  value  in  excess  of  that  at  which  it  was  earned  on  the  books  of  the  vendor  concern,  state 
the  basis  on  which  the  revaluation  was  made. 

AFFILIATIONS  WITH  OTHER  CORPORATIONS  (TO  BE  ANSWERED  BY 

EVERY  CORPORATION). 

11.  Does  the  corporation  own  directly  or  control  through  closely  affiliated  interests  or 
by  a  nominee  or  nominees  over  60  per  cent  of  the  outstanding  voting  capital  stock  cf 

another  corporation  or  of  other  corporations? _ 

12.  Is  over  50  per  cent  of  your  outstanding  voting  capital  stock  ownod  by  another  cor¬ 
poration  or  by  two  or  more  corporations  that  are  affiliated?. _ 

13.  Is  over  60  per  cent  of  your  outstanding  voting  capital  stock  as  well  as  over  50  per 
cent  of  the  outstanding  voting  capital  stock  of  another  corporation  or  of  other  corpora¬ 
tions  owned  or  controlled  by  the  same  individual  or  partnership  or  by  the  same  individuals 

or  partnerships? _ 


foil 


14.  If  the  answer  to  questions  11, 12,  and  13,  or  to  any  of  them,  is  “yes,”  answer  the 


owing: 

(a)Did 


the  corporation  file  Affiliated  Corporations  Questionnaire,  Form  819,  for  1917  or 


subsequent  taxable  years?  Answer  “Yes”  or  “No” _ If  the  answer  to  this 

question  is  “yes,”  a  questionnaire .  is  not  required,  except  under  the  circumstances 
described  in  question  (o).  If  the  answer  to  this  question  is  “no,”  and  the  answer  to 

S rations  11, 12,  and  13,  or  to  any  of  them,  is  “yes.”  procure  from  tho  Collector  of  Internal 
venue  for  your  district  Form  819,  which  snail  be  filled  out  and  filed  as  a  part  of  this 
return.  If  the  answer  to  this  question  is  "no,”  question  (b)  need  not  be  answered. 

(6)  Did  substantially  the  same  conditions,  as  are  set  but  in  the  questionnaire  filed  for 
1919  or  prior  years,  obtain  during  tho  entire  taxable  period  1920?  Answer  “Yes”  or 


I  “No” -  If  the  answer  to  this  question  is  “no,”'a  statement,  setting  forth  the 

particulars  in  which  the  situation  has  changed,  should  be  attached  to  and  made  a  part  of 
this  return.  If  there  have  been  substantial  changes  in  stockholdings,  a  complete  scncdule 
of  such  changes  should  bo  submitted  in  the  form  prescribed  in  Tables  3  and  6  of  the 
questionnaire.  If  there  are  companies  other  than  those  covered  by  the  questionnaire  for 
1919  or  prior  years  which,  applying  the  testa  contained  in  questions  11, 12,  or  13,  mav  have 
come  into  the  affiliated  group  since  1919,  a  questionnaire.  Form  819,  is  required  for  the 
entire  group  for  the  taxable  period. 

VALUATION  OF  CAPITAL  STOCK. 

15.  What  was  the  fair  value  of  the  total  capital  stock  of  tho  corporation  as  determined 

in  the  last  assessment,  if  any,  of  the  capital  stock  tax?  $ _ 1 _  Date  of  that 

assessment _ _  -  --  - _ _ _ _ _ 

PREDECESSOR  BUSINESS. 

16.  Did  the  corporation  file  a  return  under  the  same  name  for  the  preceding  taxable 


period?  Answer  “Yes”  or  “No” _ If  not,  was  the  corporation  in  any  way  an 

|  outgrowth,  result,  continuation,  or  reorganization  of  a  business  or  businesses  in  existence 

during  ihis  or  the  preceding  taxable  period?  Answer  “Yes”  or  “No” _  If 

|  answer  is  “yea,”  give  name  and  address  of  each  predecessor  business. 


BASIS  OF  RETURN. 

17.  Is  this  return  made  on  the  basis  of  Actual  receipts  and  disbursements? _ 

If  not,  describe  fully  what  other  basis  or  method  was  used  in  computing  net  income _ 


GOVERNMENT  CONTRACTS. 

18.  Have  any  adjustments  been  made  during  tbe  taxable  period  on  account  of  con¬ 
tract  or  contracts  with  the  Government  or  its  agencies  or  in  any  Government  contract  or 
contracts  from  which  the  corporation  derived  income  directly  or  indirectly,  through  the 

operations  of  a  claim  board  ar -otherwise?  Answer  “Yes”  or  “No” _ If  so,  state 

the  amounts  involved  3 _ ;  whether  or  not  such  amounts  are  included 

in  this  return _  ;  and,  if  not,  was  an  amended  return,  accounting  for 

the  additional  income,  filed  for  the  taxable  period  in  which  the  contract  was  termi¬ 
nated? _ Submit  a  schedule  Showing  full  particulars  of  the  contract,  date 

entered  into,  date  the  work  ceased  under  said  contract  or  contracts,  and  the  amount  and 
nature  of  the  adjustment. 

AMORTIZATION. 

19.  Has  amortization  been  claimed?  Answer  “Yes’*  or  “No7 _ _  If  so, 

state  for  what  year _ Amount  3 - - - - - 

PREPARATION  OF  RETURNS. 

20.  Did  the  corporation  employ  anyone  especially  to  prepare  or  advise  in  the  prepara. 

tion  of  this  return?  Answer  “Yes”  or  “No” - If  so,  give  name  and  address 

and  state  to  what  extent  such  assistance  or  advice  was  received - 


LIST  OF  ATTACHED  SCHEDULES. 

Enter  below  a  list  of  all  schedules  accompanying  this  return,  giving  for  each  a  brief 
title  and  tho  schedule  number. 


SCHEDULE  K.— BALANCE  SHEETS. 

.  Attach  hereto  balance  sheets  as  of  the  beginning  and  end  of  the  taxable  period  (preferably  in  parallel  columns',  showing  a*  nearly  a*  practicable  the  details  caHed  for  below.  (These 
balance  sheets  should  be  prepared  from  the  books  and  should  be  in  agreement  therewith,  or  any  differences  should  be  reconciled,  and  if  this  is  a  consolidated  return,  balance  sheets  should 
be  furnished  in  accordance  with  paragraph  8  of  page  1  of  Instructions.) 


ASSETS. 

Cads  (Including  cash  la  bank  asd  on  band  rertlf.- 
cates  of  deposit,  etc.). 

Trade  eccooats  (before  deducting  reserrra  for  k>*s«0. 
Notes  receivable  tram  customers. 

Other  accounts  end  notes  receivable  (to  be  elasslStd ). 


Haw  vatorlals. 

Work  ia  progress. 

Flnish-1  products. 

Sttpplte*. 

Za vestments: 

Con>it» 

1.3.  bond*  and  obligations  (each  Issue  to  lx> 
-rated  separately'. 

K  ■  *mpt  (municipal,  State,  etc.). 

Ctthtr. 


i 


ASSETS — Condoned. 

Investment?— continued. 

Stock  of  corporations— 

Foreign- 

Domestic. 

loans  and  advance*: 

To  aHicen  and  employees. 

To  others. 

Deterred  chargee  to  tutora  operations  (to  be  detailed ). 
Fixed  resets: 

Land. 

Buildings. 

Mschto*-y. 

TooU  and  miner  equipment. 

Delivery  equipment. 

Office  fnrr.itnre. 

Other  estate  character). 

Total. 


ASSETS— Continued. 

Fired  easet»—  continued. 

Less  reserve-  for  depreciation  (show  separately 
amount  applicable  to  each  fixed  asset).* 

Ktt  Valcx. 

Patents,  good  wffl.  and  other  Intangible  assets: 
Paid  for  In  cash  or  other  tangible  property. 
Paid  for  in  stock  (other  than  stock  dividends). 
Created  by  stock  dividend  or  otherwise. 

Discount: 

On  bonds. 

Oa  stock. 

Total 


LIABILITIES. 

N<*?c>Ioracerj  and  stockholders. 

To  others  (including  banV  loans). 

Account*  parable: 

Trade. 

Other. 

Accrued  expenses  and  reserves,  the  charges  creating 
which  are  allowable  deductions  from  Income  (to 
be  detailed). 

Reserves,  the  charges  creating' which  are  not  allow¬ 
able  ded  notions  iron;  i  ncoroe: 

Reserves  for  losses  on  note?  and  accounts 
rocdY  able. 

Other  reserves  (to  bo  detailed). 

Capital  stock  outstanding  (to  bo  clasdftcd). 

Surplus  and  undivided  profits. 

Total 


•Reserves  for  <!eprecla»ien  may  be  deducted  from  the  respective  nr  ret  accounts  or  itemized  on  tho  liability  side  of  the  balance  sheet. 

Atl/C- -rporationa  ongasrod  in  an  interstate  and  intra«tatc  trade  or  business  and  rcpOrtingto  tlto  Interstate  Commeroq  Gommission  and  toany  national.  State,  municipal,  or  other  pubUr 
o/fioir  p-.;y  submit  in  lieu  of  above  Form  copies  of  their  balance  sheets  prescribed  by  said  Commission  or  Stato  anti  mnnMppl  authorities,  as  at  the  beginning  and  end  of  toe  tnxablo  period. 


yL° 


tC 


Commissioner  of  Internal  Bevenue, 


236 


dr/ 

Washington,  D.  C. 

Sirr 

AMENDED  CONSOLIDATED  BETvJEN  POE 
TEE  LIEUE  PLANTATION  COMPANY,  ITD, 

WAIAEI  ELECTHC  COMPANY,  LTD. 

The  Amended  Income  and  Profits  Tax  Beturn  attached 
hereto  has  been  prepared  to-  'conform  with  the  adjustments  to 
income  and  invested  capital  approved  by  the  Bureau  of  Internal 
Revenue  for  the  year  1317  as  evidenced  by  an  A~2  letter  from 
the  Treasury  Department  dated  Jun  7>  1-923,  and  hearing  the 
symbols  IT:SA:CE:D-CCA* 

The  Invested  Capital  as  determined  by  the  Depart¬ 
ment  for  the  year  131J  has  been  used  as  the  basis,  the  only 
changes  being  those  affecting  the  current  year's  taxable  in¬ 
come,  which  are  fulxy  explained  and  reconciled  in  the 
schedules  submitted/ herewith. 

In  determining  the  taxable  net  income,  we  have 
consistently  adhered  to  the  findings  of  the  Department  for 
1517,  and  in  instances  where,  because  of  our  Crop  System  of 
accounting,  the  1°17  adjustments  reflect  into  1$18  and  1919, 
complete  detail  schedules  have  been  prepared  and  are  submitted 
herewith  showing  the  distribution  to  future  years'  crops  of 
all  such  items . 

Attached  hereto  are  the  following  Schedules 

and*  Exhibits  5 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

Vs. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


SCHEDULE  A: 


SCHEDULE  L: 


SCHEDULE  K: 


SCHEDULE  L: 
SCHEDULE  E: 


JfA 

Consolidated  Het  Income  as  amended,  with  complete 
explanations  and  reconciliation  with  the  net 
Income  reported  in  the  original  return. 

Reconciliation  of  Amended  Taxable  Income  with 
the  Ret  Income  shown  by  the  books,  together 
with  explanatory  notations  for  the  reason  of 
the  changes. 

. 

Adjusted  Balance  Sheets  as  of  the  beginning  and 
end  of  the  taxable  years;  consolidated  balance 
sheets  as  of  the  beginning  and  end  of  the 
taxable  year,  and  detail  schedule  of  permanent 
Improvements  showing  the  book  balance  alnd  ad¬ 
justed  balance  of  each  class  of  assets.] 


Reconciliation  of  Surplus  with  Amended 


Net  Income 


Reconciliation  of  Surplus  with  the  Adjusted 
Surplus  determined  by  the  Bureau  of  Internal 
Revenue,  showing  the  current  year's  changes  by 
reason  of  adjustments  to  the  Taxable  Kelt  Income. 


SCHEDULE  J:  Inadmissible  Assets. 

SCHEDULE  A-18:  Adjusted  Depreciation. 

EXHIBIT  A:  Detail  of  Cattle  Inventory  Changes. 

EXHIBIT  B:  Detail  of  Adjustments  to  Real  Estate  Account 


I 


NO. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int. 


Rev. 


Decreased  by.  Cattle,  Inventory 
Adjustment  which  reduced  profit  on 
cattle*  sales 


8,327.46 


Difference  a 3  above 


9‘]U 

LJ  .. . 


$  2,308.94 


Item  12.  Ordinary  Expenses  Original  Return-  $2,611,807.10 

"  n  Amended  "  2 ,589 ,9 65. 53 

Difference'  21,841.57 

* 

Decreased  oy  -  Unallowable  Donations  3,289.00 

Equipment  Charged  to  Expense  9,127.02 
Bonus  Adjustment  9 ,435.55 

Total  as  above  21,841.57 

Item  16.  Taxes  Original* Return  126,137.55 

16  n  Amended  n  120,115.72 

Difference  6,$?1.§3 

Decreased  by  -  Territorial  Taxes  accrued  in 

excess,  of  amount*  paid  '  6,065.63 

Increased  by  -  Taxes  paid  by  subsidiary  43.80 

Difference  as  above-  6,021.83 


Item  18.  Depreciation  Original  Return 

”  Amended  " 


76,664.81 

84,383.41 


Difference  7,718.60 

Increased. by  Depreciation  provided 

per  s chedul^,  1 , 700 . 08 

Depreciation  on  ,vaiahl  Kuia 
Aqueduct  deducted  from  Gross 
income  in  Original  Return,  6,018.52 

Total  as  above  7,717.60 
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THE  LIHUE  PLANTATION  COMPANY,  1./MITED 
SCHEDULE  A 

TAXABLE  NET  INCOME  1920, 


O 


As  Piled 


Amended 


Gross  Income: 

2,  Gros3  Income  4,355,536.97  4,355,536.97 

4.  Taxable  Interest  G.S. Bonds  2,867.56  2,867.56 


5. 

Interest  other  sources  4 

»  14,553.61 

14,553.61 

6. 

Rentals 

300.00 

300.00 

9. 

Dividends 

80.00 

80.00 

10. 

Income,  Other  sources 

106.766.07 

.04.457.13 

4 

',480,104.21 

4,477,795 *27 

11. 

Total,  Item  1  to  10 

Deductions : 

12. 

Ordinary  Expenses 

2,611,807.10 

21589,965.53 

14. 

Repairs 

71,620.25 

71,620.25 

16. 

Taxes 

126,137.55 

120;115.72 

17. 

Bad  Debts 

33.45 

33.45 

18. 

Depreciation 

76.664.81 

84.383.41 

20. 

Total 

2.886.263.16 

2,866,118.36 

21. 

Difference  between  Items  11  and  20 

1,593,841.05 

1,611,675.91 

22. 

Loss  on  Sale  of  Capital  Assets 

463.974.78 

463,974.78 

24. 

Net  Income  for  Taxable  Year 

1,129,866.27 

1,147,702.13 

25. 

Dividends  Received 

80.00 

80.00 

2.7. 

Taxable  Net.  Income 

1.129.786.27 

1,147,622.13 

Explanation  of  Differences 

Item 

10  -  Income  from  other  sources  original 

Return 

106,766.07 

rt  I»  M 

"  amended 

n 

104,457.13 

Different 

:  $  2,308.94 

Increased  oy  Income  from  TTater  Sales 
credited  to  Waiahi  Kuia  Aqueduct  in 
lieu  of  depreciation  6,018.5! 


I 
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Cattle  Inventory  Ad  .justice nt 


3,327.46 


Our  method  of  Inventorying  our  Ranch  Cattle  was  changed  to  the  Farm  Price 
method  with  the  approval  of  the  Department.  The  value  of  the  herd  was  increas 
ed  December  31,  1919  by  35,500.36 

and  as  of  December  31,  1920  by  27 ,252 .90 

8,327.46 

and  our  income  per  books  was  accordingly  overstated  by  that  amount. 

Depreciat ion  Adjustment  1,700.08 

Attached  hereto  Is  a  schedule  snowing  the  rate  and  amount  of 
depreciation  provided  on  each  class  of  assets  in  existence  and  U3e 
during  the  taxable  year. 

Donations  increased  3,289.00 

•v 

During  the  years  1918  and  1919  Donations  to  the  American  Red  Cross  and 
other  Relief  funds  were  erroneously  charged  to  Incidental  expense  and  distri¬ 
buted  to  growing  crops : 

Donations  during  1918  charged  to  1920  crop  2,971.14 

"  "  1919  "  "  "  "  317.86 

Total  as  above  5,289.00 " 

SQulpraent  charged  to  expense  9,1] 7. 02 


Certain  peA<nnnent  Improvements  which  shoul^  have  been  capitalized  were 
charged  to  expense  and  distributed  to  deferred  charges  to  future  crops  during 
the  year  prior  to  1917.  ,  Out  of  these  amounts  the  sum  of  *3,028.21  was 
allocated  to  1920  Crop,  i  During  the  current  year  the  following  capital  ex¬ 
penditures  were  charged  to  expense  and  distributed  to  Crops  as  follows: 


1  Motor 
1  Duplex  Pump 
1.8  Miles  3C£  Rails 
16  -  li  n  Stud  Chains 
1  Governor 
Total 

Forward  from  previous  years 
Total  for  1920 


Total 

275718 

466.92 

11,367.84 

2,759.58 

1.064.77 

i 5^3*;^ 


Distribution  to  Crops 
1925  T52T  1522 


745.10 
3,443.34 
835.60 
1.064.77 
6,088.81 
3  ,  028.21 
97117.02 


3,033.88 

734.05 

3,757795 


4,860.84 

1,180.27 

oil  .11 


1923 

9.66 


Bqnus  Adjustment 


9,435.55 


The  Bonus  account  was  closed  on  a  fiscal  year  basis  apd  in  order  to 
adjust  it  to  conform  with  the  other  expense  accounts  the  following  change 
is  required: 


1919  Bonus  charged  to  1920  Crop 

1920  Bonus  charged  to  1921  Crop 

Difference 


28,839.05 
20,403 .50 
9,455 .55 


Excessive  Accrual  of  Taxes  6,065.63 

Territorial  Income  Taxes  were  accrued  upon  the  books  for  the 
year  amounting  to  51,222.43 

Actually  paid  45,156 .80 

Accrued  in  Excess  of  amount 

due  6,065.63 
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THE  LIHUE 

PLANTATION  COMPANY, 

,  LTD. 

jrA 

Schedule  L  -  Reconciliation  of  Income,  1920. 

As  Filed 

As  Amended 

Inc 

;rea3e 

HI’ 

:rease 

Net  Income,  Schedule  A. 

1,129,786.27 

1,147,622.13 

- r 

17  L 

835.86 

Nontaxable  Income 

Interest  cn  U.S .Obligations 

7,205.92 

7,205.92 

Dividends 

80.00 

80.00 

Statutory  loss  on  Sale  of  Assets 

323,265.88 

323,265.88 

Accrued  taxes 

51,222.43 

— 

51.222.42_ 

Cattle  Inventory  adjustment 

8,327.46 

8 

,327.46 

Depreciation  adjustment 

1,700.08 

1 

700.08 

Totals 

1,511,560.50 

1,488,201.47 

23  [ 

,359.03 

Unallowable  deductions 

Donations 

3,372.87 

6,661.87 

.3, 

289.00,, 

Equipment  charged  to  Expense 

9,117.02 

9, 

,117  »02_ 

9,435.55 

91435.55 _ 

6.065.63 

_ 6,065.62 _ 

“ 

3,372.87 

31.280.07 

27 |907.20 

Net  Frofit  per  Books 

1,508,187.63 

1,456,921.40 

l5ll26J5,23  _ 

Consolidated  Surplus  Dec.  31,  1919 

2,105,833.83 

2. 105. 833. 83 

_ 

3,614,021.46 

3,562,755.23 

266.23 

Deduct 

Dividends 

570,000.00 

570,000.00 

1919  Territorial  Taxes 

24,309.10 

24,265.30 

43.80 

1919  Federal  Taxes 

238,330.29 

•238,330.29 

Accrued  Territorial  Taxes 

51,222.43 

51. 

222.43 

Total  deductions  883 , 861 . 82 

832.595.59 

51J266.23 

Consolidated  Surplus  per  Book3 

2.730,159.64 

2,730,169.64 

0.00 

Detail  of  Surplus  per  books 

1 

Lihue  Plantation  Surplus 

2,404,532.82 

i 

"  "  Reserve  for  taxes 

321,491.82 

^aiahi  Elect.  Co.  Surplus 

4.135.01 

Total  as  above 

2,7«J0,159  .64 

EXPLANATION  0?  DIFFERENCES 

Accrued  Taxes 

31,222.43 

This  item  was  properly  accrued  upon  the  books  as  of  December 

31st  but 

in  the  original  return 

it  was  erroneously 

reflected  as 

an  app 

;ropria- 

tion  of  Surplus. 
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asren  n.  sqtoslb 

*E3  UBDB  PLANTATION  CO.,  I ID. 

ft*  iyp. 


Par  Bocks 


J2r. 


J&as&as&L. 


Ct . 


Mjnstcd 

Baiconc* 


Jtoal  Setete  ond  pa  ma¬ 
ne  nt  Xmprovonenta 

Exhibit  m  $1,63S,1S2.59  $2,138,130.82  $432,825.51 

$3,343,497.60 

Grc«is$  Crop. 

1,100,450.31 

30,251.98 

1,070,195.33 

SejiPllea 

26%,21>^7 

264,213.27 

9c «*r  Afloat 

5,113.® 

5,115.® 

bmtodc 

85,135.33 

27,331.66 

112,470.01 

Star.  Acecrak 

5SO.i29.37 

390,129.37 

Stock  is  SCQMtiO 
Oorporailcce 

1.966,635.51 

1.966,038.51 

Stock  In  7sni|t 
Corperxticee 

60,510.00 

6o,5lO.CC 

Scad.  9  7.3.8* 

*,672.00 

2,672.00 

466,193^9 

4 

Cm&  on  S^ndL 

a.«5n.pi 

8.571.% 

Total  Aeaet® 

S.?S7^£2^.l4 

CT.6S9.6o9. S3 

a«Muuw 

Capitol  Stock 

$  3,000,000.00 

$3,000,000.00 

Strplna 

2,726,024.63 

9S2,48?.4l* 

3, 706,512 .07 

Cctrrerft  Account* 

209,973.08 

2,364.23 

207,613.85 

ioortaod  Territorial 
Tax©* 

51,222.43 

6,065.63 

45,156.5c 

Baa^rr*  fcr  Depreciation  1  — • 

U27.669.10  1155.996.21 

_ J/&32IJA. 

Total  Capital  A 

liabilities  $5,957,225.14  I2* 601,^1. 44  *2601,561.44  i7,689,6094B 


No ♦ 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

Bavid  H.  Blair,  Commissioner  of  Int.  Rev. 


Per  Books 


Ad-lustr^nte 

Dr.  Cr. 


Adduct ed 
Balance 


Assets 


real'  Estate  ar.d  pemaanent 
Inproveruj'.its  Exhibit  III 

$1,394,141.24 

Orowjiing  Crops 

907,664.6s 

Ssprlios  ar.d  Deferred 
Chargee 

99,351-80 

>:gar  Afloat 

46,269.06 

LiT0 stock 

44,310.15 

96ore  Account 

229,924.40 

Stock  ir.  Doraostlc « 

*  Corporations 

Stock  in.  Foreign 
(Corporations 

Liberty  &  Industrial 
Bends  &  V.S.S. 


1,278,533.31 

44,374.20 


Bends  &  T.S.S.  232,572.X 

Account 8  £  Ifotas  Beceivuole  272,46C.l£ 

Cash  on  H-.nd  2»SC6.65 

T*tal  *osots  $3t 172,9^.12 

LIABILITIES  ' 

Capital  Stock  $3,  OGO,  OX  .X 

Svrplrs  2,104,142.o5 

S^rrant  Accounts  62,210.47 

Pcsarve  for  Degradation 

Accrued  Territorial  Taxes  _ — _ 


$2,0.34,397.76  $3*5,413.04  $3,1103,125.96 


32,867.26  187^,797^3 


99,351.80 


46,269 .06 

75,890.51 

I 

^29, $24.40 


Total  Capital  and 
Liabilities 


$5,172,953.12 


35,580.35 


1J272.972.S1 

44,374.20 

2^2 ,672.x 
| 272, 460.12 

-I  2.80-6.65 

6|$S.-yfog.tS4 

$3jox,ox.x 

937,650.62  3J041, 233.33 

2,364.23  56,446.24 

320,256.33  1072,352.40  752,106.07 

_ 24.2fo.S0  1  24.2fe.30, 

352,552 .68  $2,392,592.62  $6, 224, 650.94 
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EXHIBIT  TJ]  SCHEDULE  "K" 

The  LIhue  Plantation  Conwny,  Led. 
'"aisl  i  Electric  Company,  Ltd. 


3H 


C0H5CLID  5  PSD  B ‘.L*RC6  SHE.-;?  AS  C?  SESI-WBEK  31.  1919 


L.  ?.  Co.  'r.  E.  Co.  Inter-Co.  Consolidated 

Accounts  Balance 


Assets : 


Real  Estate  and  Perrra- 


nent  Improvements 

£3,103,125 .96 

$26,386.38 

$3, 129, 512  -.84 

Growing  Crops 

374,727.43 

874,797.43 

Supplies  and  Deferred 
Cha  rge s 

1,145,550.86 

145,660.86 

Livestock 

79,390.51 

79,890.51 

Store 

229,924.40 

229,924.40 

Stock  in  Domestic 
Corporations 

1873,933.31 

10,000.00 

1,868,938.81 

Stcck  in  Foreign 
Corporations 

44,374.20 

44,374.20 

Liberty  Fends  &  t.S.S 

252,672.00 

252,672.00 

Accounts  A-  notes  Receiv¬ 
able  272,460.12 

808.75 

10,424.65 

262,844.22 

Cash 

2.806.65 

2,806.65 

Total  Assets 

$6,384  ,650.94 

$27,196.63 

$20,424.65 

$6,891,421.92 

Liabilities : 
Capital  Stock 

o3, 000, 000. 00 

$10,000.00 

$10,000.00 

$3,000,000.00 

Surplus 

3,041,833.33 

5,770.98 

3,048,604.31 

Current  accounts 

66,446.24 

10,424.65 

10,424.65 

66,446.24 

He serve  for  Depreciat 

ion  752,106.07 

752,106.07 

Accrued  Taxes 

24.265.30 

24,265.30 

Total  Liabilities 
and  Can' tul 

% 

$6,384,650.94 

$27,155.63 

$20,424.65 

$6,891,421.92 
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KBttgjyi  §fiMHtig)  3^0 

THB  urns  FXJUffATIOH  COHPAST,  HD. 

T1IIHT  HSCWlC  COMPACT,  STB. 

CONSOLIDATED  BAUMS  SHEET  13  CF  rSCBSZR  ?1,  1920. 


L.P.Co. 

V«S«Co. 

Xxder-Cc. 

Carts  ciliated 

_ 

AswteL 

Beni  Estate  and  Fen 
I^rereiMt. 

pn*^ 

♦3.^3.W37.6o  *61,379.*? 

83,404,877^? 

0 rowing  Crop# 

1,070,198.33 

1 

1,070,198.53 

Sapp  lie*  and  de» 
f  erred  Charge# 

269,329.07 

I 

269,329.07 

livestock 

112,470.01 

112,470.01 

Stor# 

390,129.37 

390.129.37 

BtooK  la  Boaest  io 
Ccrporat  lens 

*  l(9S6t03S .81 

$10,000.00 

1,956.03^^1 

Stool  in  TcroigA 
Corporation# 

60,510 .00 

60,510.00 

Bead*  1  wer  Saving* 

Stance  2,672.00 

2,672.00 

loooontt  ft  Note  Receivable  466,193*29 

1,192.70 

43,357.76 

424,028.23 

Cash 

8.571.^ 

8.571.15 

Total  Asset • 

17,689, 609.C3 

*62.572.5* 

$53,557.76 

$7,698,824^4 

Capital  Stock 

>,000,000.00 

10,000.00 

10,000.00 

3, oco.ooo.cc 

Surplus 

3,706,512.07 

9,214.81 

3,717.726.68 

Curreui  Accounts 

207,613.85 

^3.357.76 

43.357.76 

207,613.85 

Accrued  Taxes 

45,156.80 

45,156.80 

Beeerro  for  Bepreciatict  6728.  VS7  .11 _ 

_ 7£?^?27,U 

Total  Liabilities 
end  Capital 

87,689,609.83 

$6a,5?2.57 

fc3.357.76 

$7,698,824.64 
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I 


TBB  LIHUE  PLANTATION  COMPANY,  LIMITED 


iI*i;W.U»JW 


Beal  Estate 
Land  Clearing 
Forest 

Pences  4  Stone  Wall* 

Kept  and  Cherts 

Ditches  for  Irrigation 

Mill  Ditch 

Walahi  Rate  Aqueduct 

Plumes 

Tunnels 

Benefcenaponi  Pipe  Line 
Bed  Wood  Pipe  Line 
Beserroirs 
Else  trie  Puiqp 
fydro»Eleotrlc  Plant 
Stefm  Plows 
Caterpillars  A  Plowe 
Toole  A  Implcroonte 
Drays  A  Carte 
Saddles  &  Bxrneee 
Hoada  &  Bridges 
Still  Pleat 
Bail road 

Haauuuulu  B.R.  Treetle 
Bolling  Stock 
Buildings 
Rutrf  &  Birbor 
A  kukinl  Whotf 
Wharf  Ex  tone  iota 
Ahukftni  Warehouse 
Supply  Sirohouse 
Liao  Kiln 

Ttamlture  &  Pixturoe 
Water  Works 
Electric  Light  Plant 
Truck..  &  Antoe 
Boats  A  Scows 
Dairy  Building  A  Plat 
Ahuklnl  Darker  Yard 
Akukinl  Breakwater 

TOTALS 


Per  Books 


501,177.96 

2,538.67 

4,009.50 

5.469.44 

m 

36,994.31 

4.373.23 

94,039.^3 

3,665.0s 

9.639.44 

400.01 

13,218.06 
4,500.42 
2,964.63 
>4,833.75 
«, >92.46 


December  31,  1919 
Adjustments 


Adjusted 


2,459.20 

2.JJ&.6* 

507.90 
212.33 
381,430.28 
99,8*5 .60 

3>,73^»4§ 
60, oi>.46 

4,541.09 

16,181.99 

«e 

13,615.90 

5,433.08 

209.83 

1,401.6? 

19,561.26 

e» 

10,489.6 8 


275,412.88 

147,208*91 

61,131.16 

91,927.07 

9, 5*5.00 

49,970.03 

4,004.98 

26,331.05 

17,222.51 

37,617.88 

4,734.20 

9,975.19 

2, 142.26 

68,479*21 

>9,045*53 
5,552.57 
6,271*14 
8,100*32 
i,472*10 
,  1,199.47 

<35,205.93 

190,421.0, 

106,550.36 

114,757.62 

44,230.76 

210.38 

589.30 

ee 

16,072.54 

1,954.02 

5.>6?.67 

5,544.92 

7,806.41 


22,470.51 


12,940*68 


6,265*45 

11,985.46 


420*00 


3,806.40 

l.jft.OO 

4,216.00 


124,811.22 

64,276.14 

5.55**95 
5^234.07 
52,298.31 
9.331 *«9 


r.iJJLi: 


>♦32.89 


776,590.84 

97,396.51 

9.585.00 

74,023.66 

8,378.21 

180,370.48 

14,622.14 

35,271.86 

5,134.21 

13,218.06 

14.445.61 

9,106.89 

loi,3«.96 

43.631.61 

1)220.00 

1,980.00 

1,411.80 

891,824.99 

226,030.51 

34.8OO.76 

235,050.74 

122,472.7? 

39.439.96 

16,427.37 

m 

14,205*20 

5,43>.06 

16,282*37 

2,982*80 

24,923.93 

5,544*92 

16,298*09 


1,394,141*24  2,034,398.76  325,413.04  3,W>3,125.96 
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482,887/00 

1,52>.27 

4,009*50 

4,394.91 

».  m .» 
3,887.32 
68,020.91 
2,094*16 
8,491.96 

>55.57 

12.557.16 
4,347*04 
2,635.23 

31.525.17 
7,217.29 
8,562*24 
2,136.72 

2,207.42 
451*47 
184.09 
572.5«9. 3* 
104,647.75 
1.533.62 
33,725.45 

*9,924*91 

l*,2?2  *37 

10,688*54 

13,170.34 

209*63 

2,462*07 

^,175.62 

9,384.10 

16,667.71 

100*00 

13,048.50 

4,926.64 


unai 


281,353*68 

148,224*31 

61,131.16 

93,3*6.24 

9,585.00 

54,080*51 

4,490.89 

>2,349.07 

17,993.43 

38,800.04 

4,778.64 

660*90 

10,518.37 

2,471*66 

72,349.63 

40,220.72 

«.963.39 

8,627*37 

*,355.7* 

1,526*53 

1,227.71 

667,642.82 

209,239.52 

38,226*09 

108,543.61 

120,24o*12 

49,686*43 

m 

m 

1,299.56 

m 

16,072.54 

2,506.58 

6,206*36 

6,609*09 

10,752.77 


•tceiv 


22,470.00  (58) 


12,940*68 


9,752.28 

11,9*5*46 


420.00 


3,806.40 

m 

4,021.32 

4,216.00 


143,953.5* 

69,270.31 


39,759.71 

11,058.65 

52,295.31 

43,181.95 


432.89 


3,257.6* 


760,240.68 

127,277.00 

65,140.66 

*7,781.15 

9,5*5.00 

74,317.16 

8.378.21 
120,370.48 

u, 135.31 

35,306.54 

5.134.21 
13,218.06 
14,445*61 

5,106*89 

103,874*80 

43,631*61 

17,525.63 

6,742.H 

6,348.20 

1,920*00 

1,411*80 

••uss 

151,210*41 

157,572.72 

24,n6.«5 

m 

10,688*54 

14,469*90 

16,282.31 

*♦.539 .7* 

3i.38l.9s 

13.99J.79 

24,162.80 

100.00 

13,048.50 

4,926.64 


i.6j«.l92-59  2,138,130.82  432,825.8! 


3,3^J,W.6o 


Appellant 


r  of  Int.  Rev. 


.THE  LIHUS  PLABTATIOE 


>AHT.  LTD,  3^7" 

.  KEOOHCILI ATIQB  OF  SURPLUS  WITH  ADJUSTED  INCOME,  19  5  0. 


Deo.  31,  1919 
Deo.  31.  1920 


Adjusted  Balance 

Adju 
Adds 


3,041.833.33 


lusted  Taxable  Income  1,145,178.30 
Dividends  Received  80.00 

Tax-free  Interest  7,205.92 

Book  profit  ob  Real  Estate  5,940.80 
Statutory  Lose  on 

sale  Of  Assets  323.265.88 


Total 


1,481,670.90 


Deducts  Dividends  paid  570.000.00 
Federal  taxes  238,330.29 
Donations  6.661.87 

Total  814.992.16 _ 

Addition  to  Surplus  666.678.74 

Adjusted  Surplus  Dec.  31,  1920  S. 708. 512. 07 


WAIAHI  ELECTRIC  CO. 

.  RECONCILIATION  OF  SURPLUS  WITH  ADJUSTED  INCOME,  1920. 


Dec.  31,  1919  Adjusted  Balance 
Dee.  31,  1920  Adjusted  Taxable  Income 

Adjusted  Surplus  Deo.  31,  1920 


6,769.98 

2.443.83 

9,213.81 


NO. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant' 

VS. 

David  H.  Blair,  Commissioner  of  Int;.  Rev. 


.THE  IiZHUS  PLAETATIOS  COMPANY,  LIMITED. 


Reconciliation  of  Invested  Capital  on  the  basis  of  the 
findings  of  the  Bureau  of  Internal  Revenue  for  1917* 


January  1,  1919  January  1,  1920* 


Surplus  per  Books 
Add! 

Assets  at  date  of  Incorp¬ 
oration 

Permanent  Improvements 
Charged  to  Expense 
Cattle  Inventory  Adjust¬ 
ment 

Real  Estate  Adjustment 
Accounts  Payable  f 
Depredation  a 

3ugar  Afloat  1918  Crop 
Accrued  Interest 

Total 


1,754,922. 21 


1,157,804.01 

869,039.46 

39,101.50 

5,723.18 

2,364.23 

221,094.08 

10,015.87 


4,060,358.77 


Deduct! 

Pump  Credited  to  Asset  a/c  5,000.00 

Appraised  value  of  Assets  .1,306,151.00 
Bonus  Charged  to  future  crop  20,253.84 
Accrued  Taxes  15,510.85 

Additions  Capitalized 
through  Crop  Account  14,465.92 

Estate  Donated  255.48 

Depreciation  Sustained  on 
Locomotive  transferred 
to  Surplus  _  .  — .  . 

To tdl  1.361. 1 

Adj  ustea  Surplus  2.698.' 


5,000.00 

1,306,151.00 

29,839.05 

24,235.30 

3,938.21 

265.46 


2,104,143.65 


1,157,804,01 

869,965.74 

35,580.36 

9,134.50 

2,364.23 

234,331.59 


4,413,323.06 


EXPLANATION  OF  DIFFERENCES 


Permanent  Imorovement#  charged  to  Sxpense  l/l,  1919 
•  •  1  "  *  1/1,  1920 


Inore&se 

Consisting  of!  1  Messeheart  patent  grove 

2  Transformers 
1  Electric  Motor 
Total 


869,039.46 

_L_869.96S.74 


450.00 

^0.87 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  Hev. 


.TEX  LXBU2  P1AXTATI0X  CQiCPAET,  LIJ4ITSD. 


Reconciliation  of  Invented  Capital  on  the  basis  of  the 
findings  of  the  Bureau  of  Internal  Revenue  for  1917, 


January  1,  1919  January  1,  1920 


Brought  Forward 

Cattle  Inventory  l/l»  1919 
Leset  Income  decreased 

Cattle  Inventory  Adjustment 
1/1/20 


39,101.50 

..seasua 

35.580.36 


Total 


sagtsa 


Real  Sstate  Adjustment  l/l,  1919  5,723.13 

Aid*  Book  profit  on  8ale  of  lets  3.411.32 

Real  Sstate  Adjustment  l/l,  1920  9.134.50 


Depreciation  Adjustment  l/l,  1919  221,094.08 

Addi  Xxoeeslve  depreciation  for  1919  13.237.51 

depreciation  adjustment 

1A.  1020 


3-jgar  Afloat  and  Ac  cured  Interest.  These  accounts  were  automatically 
adjusted  through  the  profit  and  loss  account  during  the  year. 


Sonus  Charged  to  future  oxop3  l/l,  1919 
Income  decreased  in  1919 

Synuo  adjustment  l/l,  1920 


20,353.84 


Accrued  Taxes  24,265.30 

The  previous  years  t area  paid  during  the  cur¬ 
rent  year  were  charged  to  Reserve  for  Taxee 
and  the  income  shown  by  the  books  baa  there¬ 
fore  not  been  inoreasod. 

Additions  Caoltalissd  through  Crop  Account  l/l,  1513 
■  *  *  •  *•  1/1,  1920 

decrease 

Fermanent  improvements  charged  to  expense 
during  the  year  926.28 

Income  increased  for  taxable  year  on 
account  of  permanent  iu-'rovemants 
chafged  t^  expense  12.365.99 

Difference  as  above  11,437.71 


14,465.92 

-3s.?3gj.a 

11,437.71 


No. 5098 

Keliaha  Sugar  Co.,  Limited,  Appellant 

VS. 


David  H.  Blair,  Commissioner  of  Int.  Rev. 


2  5 

***  *  * 

8CHSDULS  E  (COSTITOED)  Iff 

THS.LIHDS  PLANT ATI 01  COMPANY,  LIMITED., 

Reconciliation  of  Invested  Capital  on  the  basis  of  the 
findings  of  the  Bureau  of  Internal  Revenue  for  1917* 


January  1,  1919 


January  1,  1920. 

I 


Brought  Forward 

Depreciation  on  Locomotive  transferred  to  Surplus 


2,340. 71 


This  amount  represents  depreciation  charged 
to  reserve.  In  the  amended  depreciation  schedule 
this  account  has  been  adjusted  and  to  ivcid 
duplication  this  entry  is  reversed. 


I 


I 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS.  *  | 

David  H.  Blair,  Commissioner  of  Int.  jRev. 


TH 5  LIHUE  PLANT  ATI  OK  COMPANY,  LIMITED* 
scassgLg  J, 

.IKADMI38IBLK  ASSETS  1920. 


r  / 


o. 

Inadmissible  Assets 

at  beginning 

d. 

«  R 

*  end 

6. 

Average 

f. 

Admissible  Assets  at  Beginning 

&• 

*  •  « 

1 

end 

h. 

Average 

1. 

Total  'e.  plus  h.) 

1  • 

Percentage  vbicb  e. 

is  of  i. 

1,868,938.31 

JUSSSsOSatSL. 

1,912,488*81 

4,270,377.04 

5.014.458.72 

t.9g 

3,554,906.89 

29.176444* 


* 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Auuellant 

VS.  ‘ 

David  H*  Blair,  Commissioner  of  Int.  Rev. 


The  Lihu©  Plantation  Ocmpany,  Limited 
Adjusted  Depre elation  for  1920. 


317 


Land  Clearing 
Mill 

Buildups 

Eleotrio  Light  Plant 
Vater  Works 
Furniture  A  Fixtures 
Lime  Ziln 
Hail road  &  Bridges 
Rolling  Stock 
Hr.namaulu  Trestle 
Roads  &  Bridges 
Steam  Plows 
Harness  A  daddies 
Carts  A  wagons 
Tools  A  Implements 
Wharf  A  Harbor 
Ditches 
Flumes 
Pipe  Lines 
Tunnels 

Hah&puni  Pipe  Line 

Mill  Ditch 

Hydro-electric  Plant 

Waiahi-Kuiawaaxa  Ditch  A  Tunnel 

ffaiahl  Zuia  Aqueduct 

Caterpillars  A  Plows 

Autos  A  Trucks 

■Electric  Pumps 

Ahukini  Warehouse 

Ahukini  Wharf 

livestock 


Lease 

3* 

4* 

4 

6  2/3* 

3>  and  Lease 
Locos  ZjrfL  Oars  3  1/0 
Steel  2|*,  Wood  4* 

As  Taken 


3j* 

Is  Te 


As^Taken 
24  and  Lease 

0  r 


Various 

Various 

3i 

5i 

3* 


Total  as  Adjusted 
Depreciation  per  books 
Additional  Depreciation 


4.151.00 

27.024.26 

4.739.46 

114.86 

843.69 

198.85 

651.29 
8.055.30 
4.117.13 

14.403.37 

28.24 

1,090.79 

56.43 

128.35 

574.23 
1.915.02 

487.30 
473.33 
860.90 

580.24 
253.71 
167.56 

3,099.39 
960.09 
2,407.40 
2,349.11 
2. 653. SI 
153.21 
710.26 
492.61 
78.78 


83,633.81 


NO. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

Vs. 

David  H.  Blair,  Commissionei*  of  Injt.  Rev, 

i 


adjustmejtts  to  real  estate  accouht  jqg 


r  <) 

fj  ; 


heal  estate  sales 


1912  5  Acres  Cane  Land  sold  to  County  of  Kauai*  $  2*500*00 

for  Court  Bouse  Site 

1.79  Acres  Cane  Land  -  3  Lots  78*120  oq*  ft*  4*104.00 


TOTAL 

Coat  -  6.71  Acres  «|131.27 
Credit  to  Surplus 

1919  0*58  Acres  Cane  Land  Xapaia  750.00 

2.00  *  ••(3  Lots  87.300  sq.ft. ) .3000.00 

TOTAL 

Cost  -  2.58  acres  e  $131.27 
Credit  to  9urplus 

1920  1.6  Acres  Cane  Land  (3  lots  69.600  sq.f t)SOGO.OO 

0.13  *  »  !  "  (R  of  *.  5.254  sq.  ft.)  1.00 

43.88  9  Land  purchased  frost  Parker  in 


1902  and  sold  to  subsidiary  11674*00 

14.66  acres  sold  to  Gov*«t  4990.00 

TOTAL 

Cost  of  16*38  Acres  2*050*20 

’^.t3:88^  \  JLuez*»92 

Credit  to  Surplus 

1921  >.137  Acres  (1  Lot  6000  sq.  ft.)  500.00 

15.3  *  (R  of  Way  to  Akukini  Ry.  Co.  1.715.00 

TOTAL 

Cost  of  11.5  Pasture  Land  «$5.00  57*50 

“  j*  3.937  Cane  Land  516.80 


6*604*00 

■880.82 

5,723.18 


3,750.00 


338.68 
3, 411 I 32 


19,665.00 


2,215.00 


LAND  DORATI  08*8 


1892  4-1/40  Acres  e  $5.00  20.13 

to  Less  aaount  paid  for  Light  house  site  8.00 
1897  Charge  Surplus 

1913  2.27  Acres  Pasture  land  for  Ceaetery 

1915  24—1/10  Acres  Forest  to  Iaenberg  241.00 

-  1/10  »  *  •  l.QO 


Charge  Surplus 


12.13 

11.36 


242.00 


NO. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

vs . 

David  H.  Blair,  Commissioner  of  Int. 


Pev. 


THE.LIHUE  PLAUTaTIOH  CO* ,  LTD. 


V 


0* 


CATTLE  IHVEMTOHY  ADJUSTMENT. 


m 


Deoember  31,  1918* 

420  oslIvos  under  1  year  old 


«  17.50 


years 
8 


over 


237  Steers  1  year  and  under  2  years  old  27.00 
130  *  2 

280  *  3 

4  Bulls 
250  Heifers 

473  Cow 8  4  Herd  Cattle  age  unknown 
Ozen  6  years  old  and  over 


44.00 

55.00 

150.00 

42.00 

37.50 

75.90 


1844  Reads,  average  36.60 


Book  Inventory 
Difference 


December  31.  1919: 


1515  Heads  of  Cattle,  no  classification  avail¬ 
able,  average  price  prevailing  37.67 

Book  Inventory 

Difference 


7,350.00 

6,399.00 

5,720.00 

15,400.00 

600.00 

10,500.00 

17.737.50 
3.795.00 

67.501.50 
-23.400.00 


lSQ. 


61,580. 36 


35,580.38 


December,  31.  192Q I 


489  Calves  &  Steers  under  2  years  25. 00 
237  Steers  over  2  years  47.00 

10  Bulls  purchased  during  year  338.19 
629  Head  Cattle  unknown  age  38.00 


1,365  Heads,  average  34.85,  Total 

Book  Inventory 
Difference 


12,225 
11,139 
3,381 
23.90 2 

.00 

.00 

.90 

t00 

50,647 

23*395 

.90 

*00 

*90. 

NO, 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS . 

David  E.  Blair,  Commissioner  of  Intr  Rev. 


Pago  2  of  Return 


,  vrntTTJT-  E.— CAPITAL,  SURPLUS,  AND  UNDIVIDED  PROFITS  AS  SHOWN  BY  BOOKS 
BEFORE  ANY  ADJUSTMENTS  ARE  MADE  THEREIN. 

E  l.  Stock  actually  outstanding  at  the  end  of  the  precoding  taxable  period  should  be  entered  In  this  schedule 
to  the  extent  that  It  U  paid  up.  Us  took  or  shares  vrere  Issued  at  a  nominal  value  or  without  par  value  the  entries 
should  reflect  the  amounts  on  the  hooks  In  respect  thereof  at  the  close  of  the  preceding  taxabfo  period. 

E5.  This  item  should  Include  paid-in  surplus  as  shown  by  hooks  at  the  end  of  the  preceding  taxable  period. 
If  any  amount  Is  claimed  under  Section  330(a)  (2)  of  the  Revenue  Act  of  1918  or  under  Article  837  of  Regulations 
«5,  the  amount  claimed  should  be  entered  under  Item  1,  Schedule  F,  and  not  In  this  schedule. 

E7.  Reserves  which  represent  allocations  of  surplus  and  were  not  accumulated  through  deductions  made 
In  computing  net  j  ncome  as  returned  In  previous  years  may,  II  properly  explained,  be  entered  as  Item  7.  Such 
entries  should  be  Identlltcd  and  if  necessary  reconciled  with  balance-sheet  reserves. 

ElO.  If  the  corporation  had  on  hand  at  any  time  during  the  taxable  period  any  treasury  stock,  copies  of  the 
Journal  entries  covering  the  original  issuance,  repossession  and  any  subsequent  adjustment*  should  ho  furnished. 
Treasury  stock  Includes  ail  stock  reacquired  bv  the  corporation  and  not  canceled,  fegardlcss  of  the  reason  for  the 
rquisitlon. 


Item. 

Amount. 

Capital  stock  paid  up  and  actually  outstanding  at  tbe  close  of  tbe  preceding  year: 

2.  Second  preferred - — - - - 

--3_000_000_00 . 

<..3,.QQQ;OQQ.eOO .... 

Surplus  and  undivided  profits: 

*.  Earned  surplus  and  undivided  profits - - - - - ..... 

7.  Reserves,  additions  to  which  ore  not  deductible  in  computing  net  Income 

s  3^0^60ke-51.. . 

10.  Deduction  on  account  of  treasury  stock _ 

11.  J  Capital  and  surplus  »t  hediminc  of  taxable  period  as  shown  by  books 

9 

SCHEDULE  F.— ADJUSTMENTS  BY  WAY  OF  ADDITIONS. 

FI.  If  an  addition  to  Invested  capital  Is  claimed  In  Item  1,  Schedule  F,  submit  a  statement  showing 
.  the  kind  of  property,  (b)  the  year  In  which  It  was  paid  in,  (c)  from  whom  acquired,  explaining  his  relation¬ 
ship  to  the  corporation,  (<f)  the  actualcash  value  of  such  property  at  the  date  when  paid  In,  (e)  the  par  value  of 
stock  or  shares  issued  therefor  and  the  amount  at  which  such  property  was  entered  in  the  accounts,  if)  the  bad* 
upon  which  the  actual  cash  value  of  the  property  was  determined  and  the  date  when  such  determination  was 
made,  and  (j)  the  amount  of  depredation  sustained  on  such  property  from  the  date  of  acquisition  to  the  beginning 
of  the  taxable  period. 

F3.  If  an  addition  to  invested  capital  Is  claimed  In  Item  2,  Schedme  »,  submit  a  statement  showing 
(a)  the  kind  of  property,  (4)  the  year  in  which  it  was  acquired,  (c)  its  cost,  (<f)  the  amount  of  depredation  sus¬ 
tained  on  such  property  from  the  date  of  acquisition  toibe  beginning  of  the  taxable  period.  State  also  whether 
each  Item  sought  to  he  restored  was  actually  used  or  usable  at  the  beginning  of  the  taxable  period.  Were  these 

expenditures,  when  made,  written  off  In  lieu  of  depreciation? _ _  If  so,  explain  what  adjustments 

have  been  made  to  provide  for  depredation  in  view  of  the  proposed  restoration  to  surplus.  Additions  in  this 
item  ars  cumulative  to  tho  beginning  of  the  taxable  period.  For  all  addition*  hereunder  provision  mart  he 
made  tor  depredation  to  the  beginning  of  the  taxable  period. 

F3.  If  any  addition  to  invested  capital  Is  claimed  in  Item  3,  Schedule  F,  stare  specifically  the  amount  of 
depreciation  written  oil  each  year  in  the  books  of  the  company  and  the  amount  allowed  as  a  deduction  in  oom- 
paring  net  Income.  Additions  to  this  item  are  cumulative  to  the  beginning  of  the  taxable  period. 


Item. 

Amount. 

1.  Actualcash  value  of  tangible  property  clearly  and  substantially  tn  excess  of 
par  value  of  stock  iwied  therefor  or  of  the  cash  or  other  consideration  paid 

L.  .  -  _ 

2.  Additions  to  surplus  (Articles  840  to  843) _ 

3.  Depreciation  or  depletion  charred  In  the  accounts  of  the  corporation  but 

disallowed  by  tbe  Department  as  a  deduction  on  income  tax  returns . 

. . 

Tom . 

i . 1.473.89.. . 

SCHEDULE  C.— ADJUSTMENTS  BY  WAY  OF  DEDUCTIONS. 

Gt .  Is  any  potent,  copyright,  secret  prooees,  or  formula,  good  will,  trademark,  trade  brand,  franchise,  or 

other  ximiler  intangible  property,  paid  In  for  stock,  earned  as  an  asset  by  the  corporation? - U 

not  enured  specifically  as  such.  Is  the  Intangible  value  merged  under  tty  other  title  or  tltlse  on  the  book*  or 

balance  sheets  submitted  with  this  return? _ _ IX  It  entered  on  the  books  at  a  value  In  excess  of  its 

actual  cask -.olue  when  paid  in? _  In  exoess  of  the  par  value  of  tbs  stock  issued  therefor? - 

Is  the  aggregate  of  such  assets  acquired  prior  to  Hatch  3, 1917,  entered  on  the  books  at  a  value  In  excess  of  23  per 

cent  of  the  par  value  of  the  stock  outstanding  on  March  3, 1917? - Is  the  aggregate  of  such  assets 

entered  on  the  hooks  at  a  valaa  In  excess  of  25  per  cent  of  the  par  value  of  the  stock  outstanding  at  the  beginning 
of  the  taxable  period? - - - 

If  the  answer  to  any  of  the  foregoing  questions  Is  “yes,”  submit  a  statement  showing  srpaxately  with  respect 
to  such  assets  acquired  (1)  before  March  3, 1917,  and  (2)  on  or  after  that  date,  (e)  date  of  acquisition;  (4)  cash 
value  at  that  date,  with  a  complete  explanation  of  the  basis  upon  which  each  cosh  value  was  determined; 
(e)  par  value  of  the  stock  Issued  therefor;  (<f)  par  value  of  total  stock  outstanding  March  3, 1917;  (c)  par  value 
of  tota'  stock  outstanding  at  the  beginning  of  the  taxable  period;  If)  the  value  at  which  men  assets  are  entered 
on  the  books  of  the  corporation. 

•  If  all  the  Intangibles  were  acquired  before  March  3, 1917,  the  amormt  by  which  (f)  exceeds  (4),  (e),  23  per 
cent  of  («},  or  25  per  cent  of  (c),  whichever  is  lowest,  most  he  entered  as  Item  1 ,  Schedule  0,  lor  the  taxable  period. 

If  the  intangibles  were  acquired  on  or  after  March  3, 1917,  the  amount  by  which  the  entry  in  ( f )  relating  to 
such  intangibles  exceeds  (4)  or  fc)  relating  thereto,  or  23  per  cent  of  (<).  whichever  is  lowest,  must  be  included 
in  Item  1,  Schedule  G,  tor  the  taxable  period:  Pndiri,  That  if  Intangibles  were  acquired  before  March  3. 1917, 
and  also  on  or  alter  that  date,  deduction  shall  be  made  so  that  the  amount  Included  In  invested  capital  lor  the 

of  the  taxable  period. 

Note.— If  the  stcofc  of  the  corporation  was  Issued  at  a  nominal  vatoe  or  without  par  Table,  for  the  perpoae 
of  the  computation  under  Item  1,  the  par  value  shall  be  deemed  to  be  the  fair  market  value  as  of  tba  date  or  dates 
of  issue.  The  aggregate  rah*  so  determined  of  stock  outstanding  on  March  3, 1917,  or  at  the  beginning  of  Che 
taxable  perils  .ball  be  the  basis  for  the  computation. 

GS.  Is  any  tangible  property,  paid  In  for  stock,  carried  aa  an  asMt  by  tha  corporation? _ 

ir  so.  Is  it  enured  on  the  books  at  a  rate*  In  excess  of  Its  actual  oaeb  value  when  reostvod?  _______  In 

excess  of  the  par  value  of  the  stock  paid  therefor? _ 

If  the  answer  to  dthcr  of  the  last  two  questions  is  “yes,”  submit  a  showing  (a)  kind  of  property, 

(4)  when  acquired,  (c)  par  value  of  the  stock  paid  therefor,  (g)  actual  cash  value  of  Jh e  property  when  paid  In, 
(«)  the  teals  oo  which  that  value  was  determined,  (/)  value  at  which  tha  property  Is  entered  on  the  corporation's 
books, and  (g)  amount  by  which  inch  value  exeeeds  the  mSuwabie  va>u*  under  Section  338(a)  (2)  of  the  Berm 
Act  of  1918.  Enter  this  amount  as  Item  2,  Schedule  G,  for  tba  taxable  period. 

G3.  Wm  the  hurinmrrincoiporatsd.  reorganised,  or  consolidated  or  wasltscwmcthlpciagigodor  wsathrta 
a  change  In  ownership  of  property  after  March  3, 1917? _  I!  so,  answer  the  following  question: 

<«)  Did  aa  interest  of  30  per  cent  or  moreln  the  business  crln  the  property  winch  changed  ownendtfp  remain 
la  the  control  of  the  same  persons,  corporations,  associations,  or  pannrraoips,  or  oi  any  oi  wear  ________ 

(4)  XTera  any  of  the  assets  altered  on  tha  hooks  cf  the  corporstian  asl^ngthle  return  at  a  higher  rmluo  than 
on  the  books  of  Its  predecessor? - 

(c)  XX  such  previous  owna  w»*  ik*  a  corporation,  sriach  a  statement  showing  (l)  the  cost  of  acquisition  »u 
'i>  previous  owner  of  say  asset  so  transferred  or  received,  (2)  expenditure*  subsequent  to  that  datefor  betterment 
or  dawfopment  not  deducted  as  expense  or  otherwise  since  March  1, 1913,  by  such  previous  owner,  (J)  the  allow, 
auc*  for  depreciation,  depletion,  or  impairment  since  the  date  of  acquisition  by  such  previous  owner. 

(»)  It  all,  or  substantially  all,  cf  the  property  was  acquired  from  a  corporation  during  the  taxable  period, 
attach  hereto  balance  sheets  of  such  nredecsesorogDornacas  as  at  the  begiminfirftiiereT«,ht»p«wa»tMvi«T«it^. 
date  Immediately  prior  to  the  tranxfor  at  the  property  tn  the  corporation  re.v;ng  the  return.  end  iltfr  «  balance 
rbcet  or  it  element  of  the  corporation  making  this  return  showing  tha  values  at  which  such  property  recrived 
or  transferred  were  entered  on  the  books. 

For  the  purp oi  determluing  invested  capital  each  asset  so  transferred  shall  r.ot  be  allowed  a  greater  value 
then  would  have  been  allowed  to  the  previous  owner.  If  a  corporation;  or,  if  not  a  corporation,  at  It*  cost  to 
such  pres  ious  owner,  w.th  proper  adiintrarn  ts  for  losses  and  Improvements. 


G4.  Is  any  property  (including  physical  property,  securities,  and  intangible  property)  paid  for  with  cash 
or  with  other  tangible  property  entered  on  the  books  of  the  corporation  at  a  vahie  In  excess  of  the  amount  of  cash 

paid  therefor  or  the  actual  cash  value  of  the  tanglb.e  property  paid  therefor? _  If  so.  submit  a 

statement  showing  («)  kind  of  property,  (4)  amount  of  cash  paid  therefor,  (c)  actual  cash  value  of  other  tangible 
property  paid  therefor,  (d)  how  that  value  was  determined,  (')  value  at  which  tho  property  Is  entered  on  the 
books  of  the  corporation,  and  (J)  excess  of  (*)  over  (4)  or  (c).  This  excess  most  be  entered  as  Item  4,  Schedule  G, 
for  the  taxable  period. 

GS.  Has  adequate  provision  been  made  In  the  accounts  of  the  company  for  (a)  losses  of  every 

kind? _ _ _  (4)  depreciation? - -  (e)  obsolescence? - -  (<f)  depletion  of 

mineral  deposits,  timber  supplies,  and  the  like? _ _ ... . 

If  adequate  charge  has  not  been  made  for  depredation,  depletion,  obsolescence,  and  other  losses,  and  the 
value  of  the  property  has  not  been  maintained  by  replacements  that  have  been  charged  to  expense,  proper 
additional  charges  therefor  must  be  computed  for  all  yean  In  which  they  were  not  made  on  the*  books,  and  the 
total  amount  of  such  charges  must  be  entered  as  Item  3,  Schedule  O. 

GO.  Did  the  corporation  ever  receive  a  stock  dividend  on  stock  owned  In  another  corporation?  — 

If  the  answer  Is  “yea,”  state  in  detail  for  each  stock  dividend  received,  (a)  date  received,  (4)  from  whets 
received,  (c)  number  of  shares  received,  (<f)  par  valuo  of  shares  received,  (<)  value  at  which  entered  on  Its 
books  of  account,  (J)  whether  or  not  surplus  was  Increased  by  this  value.  If  answer  Is  “yes,”  enter  the  amount 
by  which  surplus  was  Increased  as  Item  0,  Schedule  *0.  If  answer  Is  “no,”  state  the  aocount  "n  which  It  was 
included,  (y)  date  of  sale  of  any  of  the  shores  of  stock  received  as  a  stock  dividend,  (4)  number  of  shares  sold, 
(i)  amount  received  therefor. 

Note.— If  answers  to  the  foregoing  questions  Indicate  that  stock  dividends  received  at  any  time  have  been 
treated  as  on  Increase  cf  surplus,  and  such  Increase  Is  reflected  In  the  computation  of  invested  capital  In 
returns  for  any  or  all  of  the  teTahia  periods  1917, 1918,  and  1919,  amended  returns  should  be  Hied  for  such  tax* 
able  period  or  periods  In  which  this  error  occurred. 


Item. 

Amount. 

1.  Valuation  of  patents,  copyrights,  secret  processes,  or  formate,  good  will, 
trade-in  arks,  trade  brands,  franchises,  or  other  Intangible  property... . 

?.  •V|*!n*Ug*ii  of  property  p*M  la  lof  -  ..  -  - 

4.  Appr*v*in‘lfm  _ 

C.  Stock  dividend  an  stock  held  In  another  corporation -  _  _ 

7.  Total  Dedcctiox  _ ■ _ _ _ 

s _ _ 

SCHEDULE  H. — CHANGES  IN  INVESTED  CAPITAL  DURING  TAXABLE  PERIOD. 


1.  Changes  In  Invested  capital  during  the  taxable  period  ordinarily  arise  In  one  or  more  Of  the  following 
ways: 

Additions— 

(a)  By  sale  of  capital  stock  for  cadi  or  by  the  issue  of  capital  stock  for  tangible  or  other  assets. 

(4)  By  payment  of  assessment*  by  itockholdsrJ  or  by  creation  of  paldJn  sure!"*  by  contribution  of 
stockholder*. 

Deductions— 

(c)  By  liquidation  of  part  of  the  capital  by  retirement  of  stork  or  by  purchase  of  treawry  ttock  not. 
out  of  current  namings. 

(i)  By  payment  of  cash  dividends  out  of  earnings  of  prior  years. 

<«>  By  payment  of  Federal  Income  and  profits  taxes  for  previous  years. 

The  changes  with  respect  to  taxes  will  occur  in  nearly  rrsry  cess.  Should  no  chancre  be  noted,  the  reason 
for  the  amlsoon  should  be  stated. 

2.  The  following  Instructions  should  be  followed  In  making  the  above  adjustments;  each  Item  should  be 
designated  ns  an  addition  or  deduction,  deduction  being  designated  by  red  Ink: 

(a)  H  Stock  Is  Issued  for  cash,  the  actual  rash  received  (but  not  the  amount  of  discount)  should  he  entered 
In  this  schedule.  Assets  (other  than  cash)  paid  in  for  stock  must  be  valued  in  accordance  with  Section  32Cf a)  (2) 
of  the  Revenue  Act  of  1918. 

(c)  If  capital  stock  of  the  corporation  Is  reacquired  hat  not  paid  for  out  of  current  profits,  the  cost  of  such 
stock  should  be  deducted  from  Invested  capital. 

(if)  Repbrt  dividends  paid  oat  of  profits  of  prior  year*  bat  not  dividends  paid  oat  of  profits  of  the  taxable 
period.  Any  distribution  made  during  the  first  00  days  of  tho  taxaolepenod  thill  he  deemed  to  have  been  made 
from  eamlngt  or  profits  accumulated  during  the  preceding  taxable  period;  bet  any  distribution  made  during  the 
remainder  of  the  taxable  period  shall  be  deemed  to  have  beem  made  from  the  profits  for  that  period  to  tha  extent 
that  such  ptoflts  ore  sufficient.  (See  Articles  857  and  1549,  Regulations  43.) 

‘  ft)  The  amount  of  Federal  Income  and  profits  taxes  payable  should  ho  prorated  and  deducted  ss  of  tha 
date  s  when  due  and  payable  whether  reserves  have  been  set  up  an  tbe  books  or  not.  (See  Article  843.) 

Tb«  average  adjnsted  deduction  to  be  entered  In  column.  7  equals  total  lnooms  tnd  profits  tax  multiplied 
by  0.4214. 

3.  Tbe  data  called  for  In  columns  1  to  3  should  be  given  for  all  transactions,  except  that  oolamni  3  and  * 
are  applicable  only  to  the  issue  or  reacqnisttion  of  the  oarporatioo’s  stock. 

4.  7,.  n  *  Tw^ruVi^r  in  pfrtnd  (including  the  date  of  change). 

5.  Tbe  net  changes  not  reported  in  Schedule  L,  1  f  not  In  accordance  wit?,  the  Increases  or  decreases  reflected 
In  the  belano*  sheets,  should  be  folly  reconciled  therewith. 


L  Nature  Of  additions 
and  deductions. 

1 

2. 

Dote. 

S.  Number 
of  shares 
■old  or  re. 
acquired. 

4.  If  for 
cosh,  state 
pri  ce  per 
share. 

3.  Amount  of  cosh 
or  ca*h  value 
actually  received 
or  paid  oat. 

6. 

Number 

of  days 

effective. 

7.  Adjusted  avmce. 
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SCHEDULE  J. — INADMISSIBLE  ASSETS. 

Has  the  corporation  any  lnadmlsrihle  assets  (L  *.,  stocks,  bonds,  and  other  obligations,  except  obligations 
of  the  United  Stores,  the  Income  from  which  is  not  taxable)? -  « 

If  so,  attach  hereto  a  statement  showing  for  the  taxable  period  the  tacts  callod  for  In  Items  (a)  to  (J)  of  this 
scbednle. 

If  the  lnooms  from  such  assets  consists  in  port  of  gain  or  profit  bom  tha  sal*  or  other  disposition  thereof,  or 
If  aB  or  pert  of  the  l  merest  derived  from  such  assets  Is  In  enact  Included  In  the  net  income  bacons*  of  tbe  limitation 
on  the  deduction  of  Interest  under  Section  234(a)  (3)  of  the  Rovseua  Act  of  1918,  then  a  comspandinr  *■*»  of 
tbe  mpttal  tnveated  In  such  resets  Is  deemed  aa  admbatble  aeset.  In  such  cast  set  forth  in  detail— 

(a)  the  various  kinds  of  income  derived  from  such  assets  and  the  amputation  of  tha  part  of  the  capital 
invasted  therein  which  is  deemed  an  admissible  asset. 

For  tbe  puxpee*  of  this  sobednle  lnadmiolbi*  assets  shall  be  valued  at  ooet  of  aequfoltion,  except  that  if  tbe 
corporation  Is  a  deafer  in  tscoriUse  and  1b ventories  such  assets  in  accordance  wtth  Article  1383,  Regulations  43,  such 
Inventory  figure  shall  constitute  tbe  mrreure  of  value.  Admissible  assets  shall  bavolnad  as  provided  Insertions 
338,130.  and  331  of  the  Revenue  Act  of  1318  and  Articles  831-809, 031-034.  and  941  of  Regulations  43.  The  average 
amount  of  assets  c  f  each  kind  bald  daring  any  year  may  ordinarily  be  determined  by  dividing  by  2  tbe  sum  of 
the  amount  ofsocb  assets  hshi  at  tbe  hsgianfcigoftb#  taxable  penou  and  tha  amount  held  at  theendot  the  taxable 

_  1  _  •  •  _  •  t  •  •  _  •  —  »!!■  ■■  /*  tew.  Vstee  *a*b*>4  r%m  **•  +%*«• 

period.  InsuchcaeemeaBiuuMtW— unqwinioM sms u—  u» m...« - -  —  ■  — . — — — - 

beginning  cf  the  period  adj+sui  with  respect  to  tbe  items  In  Scheduler  F  and  G  and  (2)  tho  balance  sheet  os  at 
ibc  «£.d  of  the  -pteToA  oorrerpej  .hnglv  adjured.  Bat  If  at  any  time  during  the  taxable  period  a  subetantlafcbange 
has  •«>-"  place  in  the  amount  of  such  assets,  the  average  ornocnr  our.  be  determined  as  provided  in  Article 
*32  of  Regulations  43.  In  mdi  case  show  Sn  detail— 

(4)  The  ampliation  of  such  amount; 

(r)  Amount  of  Inedmlsslbla  asm ts  held  at  beginning  of  the  taxable  period: 

(Cl  Amount  of  Ihadtalssible  assets  bold  at  end  of  taxable  period: 

(r)  Average  amount  of  Inadmissible  assets  held  during  taxable  period; 

(/)  Amount  of  adrrienbleaaetobekl  at  berinning  of  taxable  ptfmd; 

(,)  Amount  of  admissible  assets  held  at  the  end  of  taxable  period; 

(k)  Average  amount  of  admissible  aasrti  held  during  taxable  period; 

(!)  Sum  of  (r)  (k): 

0)  I'ercmtage  which  («)  is  of  (0- 

This  porwutage  (»  should  be  applied  to  the  amount  appearing  an  line  7,  Schedule  B,  In  order  to  obtain  the 
l  induction  on  account  of  inadmissible  assets,  which  should  beentered  online  8,  Schedule  B.  s — ivd 
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Page  4  of  Return. 

SCHEDULE  L. — RECONCILIATION  OF  NET  INCOME  AND  ANALYSIS  OF  CHANGES  IN  SURPLUS. 


1.  Net  income  from  Schedule  A,  Item  T - — - 5 — 

2.  Non  taxable  Income: 

(a)  Interest  ce  obligations  of  the  United  SUtes  and  its  possessions 

wholly  exempt  ■■■■— 

( l )  Interest  on  obligations  of  States,  Territories,  end  political  sub- 

divisions  thereof  _■■■  - - -  - . ,  - 

(o)  Interest  on  Term  Loan  Bonds  Lotted  under  Federal  Farm  Loan 

ti)  Dividends  "<m  "stock  of  domestic  eorpomRmi  and  from  foreign 
corporations  taxable  by  the  United  States  on  their  net 

Incomes  ....... _ — — - . . . . ......  ..... 

<*)  Dividends  on  stock  cf  personal  service  corporations  oat  of  eore- 

i  nn  upon  which  a  Federal  Income  tax  has  been  imposed . . 

(/)  Proms  which  are  derived  from  the  sale  of  vessels  and  which  are 

exempt  under  Seetioo  23  of  the  Merchant  Marine  Act  of  1820 - 

(f)  Other  Items  of  non  taxable  income  (to  be  detailed): 

a> _ £tatntprj:-.lG«s..an..?ale_.cf:. . — 

(j) _ Dapital-Afififtta - - 


3.  Charges  against  reserves  for  bod  debts,  contingencies,  etc.  (to  bo  detailed): 

(a) _ Cattla..In3£fiatoxy..afiiufliaeoi - 

<b).„JDojr9£iatioa . . . 

4.  -Total  of  Items  1  to  3,  Inclusive - - - 

5.  Total  from  Item  13 - - - - — - - - 

6.  Net  profit  lor  year  as  shown  by  books,  before  any  adjustments  are 

made  therein  (Item  4  minus  Item  5) _ 

?.  Surplus  and  undivided  profits  as  shown  by  balance  sheet  at  close  of 
preceding  taxable  period - - - 


S.  Other  credits  to  surplus  (to  be  detailed): 

(«) - 

ft.  Total  of  Items  6  to  3,  inclusive - 


itei 

-622. 

7 

20? 

-£Q_. 

■ 

j-32.3j.-265.. 

s. 

.  vsl 

.  im 

J-1. . 

4si‘2Dl 

■  t-JL 

-SSQ. 

450 

$21 

.105- 

-  822 

.......... 

— . $ . 2.110? ...  .£.>3- 


10.  Total  from  Item  Id - _ - - - L„ 

11.  Surplus  and  undivided  profits  as  shown  by  balance  sheet  at  close  of  ! — 

•  taxable  period  (R?a  9  minus  Item  10) - - ;$. 


12.  Unallowable  deductions: 

(а)  Donations,  gratuities,  and  contributions _ 

(б)  Income  and  profits  taxes  paid  to  the  United  States,  its  pee- 

sessions,  or  foreign  countrios  _  rr . . . . 

(c)  Special  Improvement  taxes  tending  to  increase  the  value  of  the 

property  assessed _ _ — ... _ ..... _ 

(d)  State,  county,  and  municipal  taxes  paid  by  banks,  and  other 

corporations  baaed  on  the  value  of  their  capital  stock _ _ 

(/)  Furniture  and  fixtures,  additions,  or  betterments  treated  as 
expenses  on  the  books . . . 


_ £Jj6£i.j5I 


_ 3-|-1I7-Ld2l 


(/)  Replacement  and  renewals . 

(j)  Insurance  premiums  paid  on  the  life  of  anv  officer  or  employee 

for  the  benefit  of  the  corporation  or  busmen _ 

(3)  Interest  on  Indebtedness  incurred  or  continued  fa  purchase  or 
carry  securities  (other  than  obligations  oi  the  United  States 
issued  after  September  24, 1917),  the  interest  upon  which  is 

wholly  exempt  from  taxation _ _ _ _ _ 

({)  Additions  to  sinking  fend  reserve,  and  reserves  for  bad  debts 
and  other  contingencies  'to  be  detailed): 


(J)  OtSer  unaltowabil deductions  (to~bc  detailed)': . 

a) . 3cg&g.„Mftartae£t . 

•3) . Excej8jdxeL.^c.cra&JLgf.  „t  zzsa. 

13.  Total  of  Item  12 _ _ _ _ _ 

14.  Dividends  paid  during  the  taxable  period  (state  whether  paid  In  cash, 

stock  of  this  company,  or  other  property): 

(а)  Date  paid _ _  Character _ 

(б)  Date  paid _ i- _  Character _ 

(c)  Date  paid _  Character _ 

(<f)  Date  paid -  Character _ _ _ 

15.  Othor  debits  to  surplus  (to  be  detailed): 

’Territorial  Taxen  paid 


J - 'SjiS_.l5h 

_ LJL'fifcJEL 


(5).— Itederal-Taras... _ _ _ 


:570  jOOO  :0C 


_ i__~ _ 

!  2b  I  265  130_ 

jJsJJs ?_§L 


16.  Total  of  Items  14  and  16 _ 


ga-i-sss-iSC 


SCHEDULES  SUPPORTING  SCHEDULE  A. 

The  following  schedules  must  be  furnished,  and  those  prepared  on  separate  sheets  should  be  firmly  attached  to  this  return.  Enter  name  and  address  of  corporation  on  each  sheet. 


SCHEDULE  A2:  COST  OF  GOODS  SOLD.  EXCLUSIVE  OF  EXPENSES,  REPAIRS.  AND  OTHER 
ITEMS  CALLED  FOR  SEPARATELY. 

If  engaged  In  a  trade  or  business  In  which  the  production,  purchase.  01  sale  of  merchandise  of  any  kind 
Is  an  1  neome-produdng  factor.  (•)  secure  from  the  Collector  of  Internal  Revenue  and  file  as  a  part  of  this 
return.  Certificate  at  Inventory.  Term  112*,  and  (6)  fill  In  the  following  schedule,  entering  on  line*  3  and  5,  Immedi¬ 
ately  before  the  amount  column,  the  letters  “C,“  or  “C  or  M,”  to  Indicate  that  Inventories  are  valued  at  either 
cost.  or  cost  or  market,  whichever  la  lower. 

(1)  Merchandise  bought  for  sale - - - .... - 3 - 

(2)  Cort  of  manufacturing  or  otherwise  producing  goods.  (Submit  schedule 


1  Cost  of  manufacturing  or  otherwise  producing  goods.  (Submit  schedule 
showing  pgindpaj  Items  of  ooet,  toe  minor  items  being  grouped  in  one 
amount): - — 


(3)  Plus  In  venarcy  at  beghmlnc  of  year. 

(4)  Tor  el ,  ,  _ - .  . - 

(5)  Less  Inventory  at  sod  of  year - 

(6)  Coat  of  goods  sold . . . 


- 3 _ 


SCHEDULE  A3:  GROGS  INCOME  FROM  OPERATIONS  OTHER  THAN  TRADINO  OR  MANU¬ 
FACTURING. 

Submit  a  schedule  showing  the  nature  and  amount  of  the  principal  Items  Included  herein,  the  minor  Items 
being  grouped  In  one  amount.  (Per  insurance  companies  see  page  2  of  Instructions,  paragraphs  2  and  3.) 

SCHEDULE  A4:  TAXABLE  INTEREST  ON  OBLIGATIONS  OF  THE  UNITED  STATES  AND  WAR 
FINANCE  CORPORATION  BONDS. 

If  Interest  was  derived  during  the  ratable  period  from  Liberty  Bonds  or  other  obligations  of  the  United 
States  Issued  since  September  1, 1917  (except  Victory  Liberty  Loan  34%  Notes),  or  War  Finance  Corporation 
Bonds,  secure  from  the  Collector  aad  file  as  a  part  of  this  return  Schedule  of  Taxable  Internet  on  Liberty  Bonds, 
Form  1124. 

State  the  amount  of  "victory  Liberty  Loan  3J%  and  4J%  Notes  originally  subscribed  for  and  still  owned 

at  the  date  of  filing  this  return,  3 - 

State  the  amount  of  Fourth  Liberty  Loon  4J%  Bonds  originally  subscribed  for  and  still  owned  at  the  date  of 

filing  this  mum,  t . . . - _ _ 

If  this  Is  a  consolidated  mure,  file  Form  1124.  aad  answer  the  above  qoastionj  for  each  of  the  corporations 
com  poring  the  affiliated  group  which  owned  during  the  taxable  period  taxable  oMigations  of  the  United  States 
and  war  Finance  Corporation  Bonds,  os  each  affiliated  corporation  Is  entitled  to  the  exemptions. 


SCHEDULE  AS:  TAXABLE  INTEREST  FROM  ALL  OTHER  SOURCES. 

Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  Items  Included  herein,  the  minor 
items  bring  grouped  In  ono  amount. 


(1)  Have  you  Included  in  this  Item  any  interest  on  preferred  stock?— 


If  so,  how  much? 


(2)  Have  you  Included  in  this  item  any  Federal  income  tax  paid  at  source  In  pursuance  of  tax-free  covenant 

•  t 

bonds? _ — _  Ifso.bowmnch?  3 _ _ _ _ 

For'lntercsLon  foreign  bouds  submit  a  schedule  showing  (e)  name  of  country,  (6)  kind  of  obligations  (whether 
national ,  State,  mnniapal.  or  corporate),  (c)  amount  of  principal,  and  (<f)  amount  oi  interest. 

SCHEDULE  A9:  DIVIDENDS  ON  ST  OCX  OF  FOREIGN  CORPORATIONS. 

Submit  a  schedule  showing  (1)  with  respect  to  each  foreign  corporation  taxable  by  the  United  States  on 
Us  net  income,  (a)  name  of  corporation,  (6)  country  in  which  organised,  (c)  total  par  value  of  stock  owned, and 
(4)  amount  of  dividends:  Cl)  same  Information  with  respect  to  each  foreign  corporation  not  taxable  by  the 
United  states  on  its  net  Income. 


y  in  which  organised,  (e)  total  par  vahia  of  stock  owned, and 
1th  respect  to  each  foreign  corporation  not  taxable  by  the 


SCHEDULE  A10:  GROSS  INCOME  FROM  ALL  OTHER  SOURCES  (net  Including  any  amount  with 
respect  ta  tale  ef  capital  esaeta  or  mfocaDanoeus  investments). 

Submit  e  schedule  showing  the  soaroe,  nature.  and  amount  of  the  principal  items  included  herein,  the  minor 
items  being  grouped  in  on#  amount.  The  total  of  tha  schedule  should  be  entered  as  Item  10,  schedule  A. 


items  being  grouped  in  on#  amount.  The  total  of  the  schedule  should  be  entered  as  Item  10,  schedule  A. 

SCHEDULE  AL2:  ORDINARY  AND  NECESSARY  EXPENSES  (except  amounts  celled  tor  separately  fas 
Schedule  Ah 

8uhmit  a  etatemeot  showing  character  and  amount  of  the  principal  Items  included  herein,  the  minor  items 
being  grouped  tn  ooo  amount.  (For  schedules  to  be  submitted  by  Issuance  oomponla*  see  page  2  of  Instruc¬ 
tions,  paragraphs  4  to  7.) 


SCHEDULE  A13:  COMPENSATION  OF  OFFICERS. 

Submit  a  schedule  showing  for  each  officer  (1)  name,  (2)  duties,  (3)  time  devoted  to  snch  ditties,  (4)  shares  of 
stock  owned  or  controlled:  (a)  preferred,  (6)  common:  (5)  total  compensation  for  the  taxable  period,  and  (6) 
amount  of,  and  reason  tor  increase,  if  any,  over  preceding  period. 

Submit  a  s.bedule  showing  for  each  employee  (If  a  stockholder  of  the  corporation!,  wboee  compensation 
is  at  the  rate  OI  S3 ,000  or  more  per  annum ,  facts  similar  to  those  called  for  in  respect  to  off  COT. 


•  similar  to  these  called  form  respect  to  off  cot. 


SCkSDULZ  A 14:  REPAIRS  (Inriudlnt  labor,  (applies,  overhead,  and  ether  Items  properly  chargeable  te 
repairs). 

Submit  a  schedule  showing  the  nature  and  amount  of  the  principal  items  included  herein,  the  m<i*w  item* 
bring  grouped  in  one  amount.  ( For  classification  of  repairs  see  page  2  of  Instructions,  paragraph  8.) 

SCHEDULE  A16:  TAXES. 

.  Submit  a  schedule  showing  separately  for  each  class  of  taxes  deducted,  (a)  character,  and  (3)  amount. 
Federal  income  and  profits  taxes,  taxes  which  ate  a  credit  under  Section  238,  taxes  assessed  against  local 
benefits  of  a  kind  tending  to  Increase  the  value  of  the  property  assessed,  and  Stats,  county .  and  municipal  taxes 
paid  by  bonks  and  other  corporations  based  on  the  value  of  their  capital  stock  are  Dot  allowable  deductions  in 
computing  taxable  Income  of  such  corporations.  (See  Article  S6«,  Regulations  45,  and  Section  234(a)(3)  of  the 
Revenue  Act  of  1918. 


SCHEDULE  A17:  DEBTS  ASCERTAINED  TO  BE  WORTHLESS  AND  CHARGED  OFF  W1TH1W 
TAXABLE  PERIOD. 

Submit  a  schedule  showing  the  amount  (e)  arising  from  sales,  or  services  prevlouslv  reported  es  income: 
(*)  aristnr  trom  other  sources  (Interest,  rent,  royalties,  etc.)  previously  reported  as  Income;  (e)  arising  from 
sources  other  than  those  specified  above  (to  heltemired).  (See  Article  1 31,  Regulations  45.) 

SCHEDULE  All:  EXHAUSTION.  WEAR  AND  TEAR  (Including  obsolescence). 

If  a  deduction  Is  made  on  account  of  depredation,  the  following  schedule  must  he  filled  In,  and  the  total 
amount  claimed  therein  should  correspond  with  the  figures  reflected  In  the  balance  sheet.  Land  values  must 
not  be  Included  in  this  schedule.  (See  page  2  of  Instructions,  paragraph  10.  and  Articles  161  to  171,  Regu¬ 
lations  4S.) 


Kind  of  property.  .  —  RroUibU 

(It  bondings,  state  Date  ^*5.  roSStrartrii*  |ff®  after 
Ajj  material  of  toqulred.  acquire- 

which  constructed.)  ^  onlhatdate.  |  ment‘ 


Probable  Amount  of  depredation  charged  off. 


This  year. 


Previous  years. 


... _ _ _ * _ * _ 


Note.— If  obsolescence  Is  a  (actor  In  determining  your  deduction  attach  a  statement  showing  the  anouc 
claimed  for  the  taxable  period  and  the  basis  on  which  computed. 

SCHEDULE  A19:  DEPLETION. 

If  a  deduction  Is  claimed  on  account  of  depletion .  secure  from  the  collector  Form  P  (minerals) ,  Form  F.  (coal  1. 
Form  F  (miscellaneous  nonmetals).  Form  O  (oil  and  gas),  or  Form  T  (timber),  fill  in  and  file  with  return,  if 
complete  valuation  data  has  been  filed  with  questionnaire  In  previous  years,  then  file  with  this  return  informa¬ 
tion  oecessarv  to  bring  vour  depletion  schedule  up  to  date,  sotting  forth  In  full  statement  of  all  transactions  hear¬ 
ing  on  deductions  or  additions  to  value  of  pbvsicnl  assets  with  explanation  of  how  depletion  deduction  Jr-  tax¬ 
able  period  has  !>een  determined.  In  case  of  timber  this  should  be  done  by  fitting  in  Foret  T  (timber). 

SCHEDULE  A22:  PROFIT  OR  LOSS  ON  SALES  OF  CAPITAL  ASSETS  AND  MISCELLANEOUS 
INVESTMENTS  (including  liquidating  dividends). 

In  case  of  disposal  of  property,  resulting  In  a  profit  or  loss,  the  f  lowing  schedule  must  be  filled  In,  using 
a  separate  line  for  each  asset. 


i 

1.  Kind  of  property,  j  £££%. 

1 

3.  Age 
when 
acquired. 

4.  Cost.orif 
ocquire>l  prior 
to  Mur.  1.1913,  the 
fair  market  value 
on  that  date. 

6.  Cost  of 

subsequent  1  C.  Deprecia- 
Improve-  rion. 

ments.ifany.  j 

1 

7.  Sale  price  or 
liquidating 
dividends. 

t _ 

<  j. 

8 _ _ 

i 

1  • 

i  1  1 

j 

i 

Total  — . 

S . 

* .  k _ _ 

s . 

Net  profit  or  loss  (total  of  columns  6  and  7  minus  total  of  columns  4  and  5), !.... _ ... - _ _ _ — 

Stats  what  amount,  If  any,  Included  In  column  4,  represents  good  will ..  S - 1 - 

If  any  Of  the  assets  were  acquired  prior  to  March  1 , 1913,  state  how  the  fair  market  value  on  that  date  wis 

<3*<*S1aise  of  exchangaof property  ,’submlt  evidence  substantiating  the  basis  used  in  arriving  at  the  market 


value  of  property  received - - - - - -  - 

SCHEDULE  A23:  LOSSES  SUSTAINED  DURING  THE  TAXABLE  PERIOD  AND  NOT  COM- 
PKNSATED  FOR  BY  INSURANCE  OR  OTHERWISE. 

A  schedule  similar  to  the  oce  requested  above  should  be  submitted  with  respect  to  1“**  property  orb¬ 
ing  trees  fir**,  storms,  shipwreck,  or  other  cmualty,  or  from  tbeft,  and  not  comjwnserod  for  by  Insurance  or 
otherwise,  oxoept  that  column  7  should  show  '‘Insurance  and  salvage’'  instead  of  “Sale  price  or  liquidating 
dividends.” 

SCHEDULE  A26:  AMORTIZATION  OF  WAR  FACILITIES. 

The  amount  claimed  as  a  deduction  under  this  Item  should  be  substantiated  br  schedule  prepared  In  accord- 
once  with  Section  214(a)  9,  Revenue  Act  of  191S,  Articles  !  hi  to  l*s,  Inclusive,  01  Regulations  45. 

DISCOUNT  AND  PREMIUM  ON  BONDS  SOLD. 

There  must  be  attached  to  the  return  a  schedule  showing  in  detail  each  Issue  and  sale  of  bond*  of  the 
reporting  corporation  giving  the  following  information:  (e)  Class;  (6)  date  of  *ale;  (e)  maturity;  (<f)  amount  sold: 

(/ )  amount  realised:  (/)  premium  or  discount  per  annum.  .  .  .  .  ... _ .. _ 

Tb4t  proportion  of  tne  premium  or  discount  applicable  to  the  return  period  must  be  reported  cither  as  Item 
10  or  14,  Schedule  A,  page  lT unless  t  he  amount  of  premiums  or  discount  has  been  report  eu  as  income  or  allowed 
as  a  detraction  in  prior  years.  (See  Article  544,  Regulations  4'0 


*  e  * 

We,  the  undersigned,  president  and  treasurer  of  the  corporation  for  which  thlsi  return  u  made,  being  severally  dulv  sworn,  oach  for  himself  deposes  and  says  that  this  return, 
including  the  accompanying  schedules  and  state  trails,  has  been  examined  by  him  and  is,  to  the  best  of  his  knowledge  and  belief,  a  truo  and  complete  return  made  m  good  faith,  for  the 
taxable  period  as  stated,  pursuant  to  the  Revenue"Xct  of  1913  and  the  Regulations  issued  under  authority  thereof. 


Sworn  to  and  subscribed  b^rejn^this _ 

!  Sell  of  ofletr  -IS). 


Seal  of  officer 
making  affidavit 


Llfrh _ day  of  .--0.CtQl.ML. 

Alina. 

Notary  Public,  i^irst 
Territory  of  Hawaii ■ 


President . 


.£...M....Lo»rey . 


IreaswtT. 


(Official  capacity.) 


9— JW7» 


li-  Kc“l  •  \  IS  FOR 
aiFN'i  -K  YEAR  192? 
ri! »-  ir  WITH  THE 
COLLLUOR  OF  INTERNAL  i 
REVENUE  FOR  YOUR 
DISTRICT  ON  OR  BEFORE 
MARCH  15,  W21 

*F  FOR  A  PERIOD  OTHER 
THAN  A  CALENDAR 
YEAR  THE  RETURN  i 
SHO'  LD  BE  FILED  ON  OR  : 
BEl  ORE  THE  15TH  DAY 
OF  THE  THIRD  MONTH 
FOLLOWING  THE  CLOSE 
OF  SUCH  PERIOD 


Page  1  oi  Return 


(DO  NOT  WRITE  IN  THIS  SPACE) 


Form  1120— UN«TEI>  STATES  INTERNAL  REVENUE  SERVICE 

CORPORATION  INCOME  AND  PROFITS  TAX  RETURN 

LIUTFK  NO.  $  FOR  CALENDAR  YEAR  1920 

Or  for  period  begun _ *££..,..1. _ ,  19i££L,  and  ended 


Examined  by 
Audited  by 


It  tha  not  lo¬ 
co  mm  Includes 
mv.  du  UBjm 
from  Go* •ra¬ 
ni  •  n  t  con¬ 
tracts,  pro¬ 
cure  from  the 
Collector  of 
Internal  Rev¬ 
enue  fotycmr 
district  Form 
1120  S,  oecuto 
and  file  the 
same  as  a  part 
of  this  return. 


(PRINT  PLAINLY  CORPORATION’S  NAME  AND  BUSINESS  ADDRESS) 


) 


McSEYIE  SUGAR  CO.  LTD. 

KAUAI  EESCTPIC  CO.  LTD.  ) 
c/c  Alexander  a  Paid-in,  Ltd., 
ilercii:u;t  St . . 


,  19j=Q_  !  FIRST  PAYMENT 


CASH 


CONSOL  rDATED 


CHECK 


M.  0. 


Cashier’s  Stamp 


Eonolala,  H^rvaii. 


I  CERT. 
laflND. 


>CIND  OF  BUSINESS . an. 


J _  IS  THIS  A  CONSOLIDATED  RETURN?. 


SCHEDULE  A— TAXABLE  NET  INCOME. 


Schedule 


CROSS  INCOME.  ,  j  I  „!  ^  I 

1 .  Cross  sales,  less  returns  and  allowances  . . . . — - - - j$ - it 

2.  !>«#•  cost  of  good*  sold,  exclusive  of  expenses,  repairs,  and  other  items  called  ior  separately  I  , .  j  ,  i,^ 

3.  Gross  income  from  operations  other  thar.  trad  hip  or  manufacturing,  less  allowances  (from  Schedule  A3) _ z _ 

-}.  Taxable  interest  on  obligations  of  the  United  States  and  War  Finance  Corporation  Bonds  (from  Form  1123.  see  S 

5.  Taxable  interest  from  all  other  sources  (from  Schedule  A5) _ 

8.  Share  of  net  income  earned  by  personal  service  corporation  duiing  its  accounting  period  (whether  received  or  not) _ 

9.  Dividends  on  stock  of  (a)  foreign  corf>o  rations  (from  Schedule  A!)),  $ _ ;  and  (6)  domestic  corporations, 

except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  1 , 1918,  5 _ _  Total ... 

10.  Gro-ia  income  from  all  other  sources  (not  including  any  amount  reported  in  Item  22,  below)  (from  Schedule  A10'. _ 

*1.  Total  or  Items  1  to  10 _ 


- L.JLrJZZ\J& 


.k.L6lk. 


deductions. 

12.  Ordinary  and  necessary  expenses  (except  amounts  reported  in  Item  2  above  or  called  for  separately  below)  (from  Schedule 


A12). 


L-2J-  12k; 


13.  Compensation  of  officers  (including  salaries,  commissions,  and  other  compensation  in  whatever  form  paid)  (from  Schedule  A13)l.. 

14.  Repairs  (including  labor,  supplies,  etc.)  (from  Schedule  A14) - - - - - - j_ 

15.  Interest  (soo  page  2  of  Instructions,  paragraph  9) . . . 

16.  Taxes  (from  Schedule  A16) _ 


.aceJsu 


17.  Debts  ascertained  to  bo  worthless  and  charged  off  within  tvo  taxable  period  (from  Schedule  A 17). 
13.  Exhaustion,  wear  and  tear  (including  obsolescence)  (from  Schedule  A18) - 

19.  Depletion  (from  Schedule  A19) _ 

20.  Total  or  Items  12  to  19 _ 

21.  Difference  Betweek  Items  11  and  20 _ 


-i_.-ZM-ZQk.g5_! 

.2?..|JZ£L!p2- 


T 

*JLQL-L2ZZ.!ii5_ 


AZZ... 


k-sisiL 


22.  Profit  or  lorn  on  sales  of  capital  assets  and  miscellaneous  investments,  including  liquidating  dividends  (from  Schedule  A22).  $ _ 

23.  Lo  -803  sustained  during  tbo  taxable  period  and  not  compensated  for  by  insurance  or  otherwise.  (From  Schedule  A23.) 

(Extend  to  last  column  sum  of  or  difference  between  Items  22  and  23) _ Tcipf.  (V  ^  t  ■!  r.nft _ _ 


-£0ZJ-£7kMJ 

I _ 3-i...i52.il5-!, 


.3,'.  I  1 12? 


.721..  .1.?.. 


1J.7...L22. 


24.  Net  income  for  taxable  period  exclusive  of  deductions  fordividends  and  amortization  (sum  of  or  difference  between  Items  21  and  23,  the  latter  as  extended).^ _ 

25.  Dividends  on  stock  of  (a)  foreign  corporations  taxable  by  the  United  States  on  their  net  incomes,  and  (6)  domestic  cor-  | 

porat ions,  except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  1,  1918 _ '$ _ ! _ _ _ _ j 

26.  Amortization  of  war  facilities  (from  Schedule  A26)  (extend  total  of  Items  25  and  26) . . . . . i _ 1 _ _ _ 1 _ ' . - 


.&CZ- 


28. 

29. 


Nf.t  Income  for  Taxable  Period  (difference  between  Items  24  and  2G,  the  latter  as  extended — to  be  entered  as  Item  5,  Schedule  D) _ $ _ 

Less  deduction  provided  in  the  first  paragraph  of  Section  23,  Merchant  Marino  Act  of  1920  (see  page  1  of  Instructions,  paragraph  4) _ 1  ,  ... 

Net  income  of  a  corporation  owning  ships  engaged  in  foreign  trade  (amount  tp  be  used  only  in  computing  profits  tax  in  Schedule  D) _ _ S _ 


SCHEDULE  B— INVESTED  CAPITAL. 


Item. 


Amount. 


1.  Capital,  surplus,  and  undivided  profits  at  beginning  of  taxable  period  as  shown  by  books  (from  Schedule  E,  Item  11) _ 

2.  Plus  adjustments  by  way  of  additions  (from  Schedule  T,  Item  4) _ _ _ 

3.  Total - - - 

4.  Less  adjustments  by  way  of  deductions  (from  Schedule  G,  Itcm_7) _ , _ _ 

5.  Remainder _ _ _ _ _ 


1  j, 

_  !R  w 


.52*!il0J.7£.. 


6.  Plus  or  minus  changes  in  invested  capital  during  taxable  period  (Net  Increase  or  Decrease  from  Schedule  H) _ 

7.  Total  (or  Remainder) _ _ _ _ _ _ 

S.  Less  deduction  on  account  of  inadmissible  assets  (from  Schedule  J) _ _ _ 

n.  I n  vested  capital  for  taxable  period.  (If  return  is  for  a  period  leas  than  a  full  year,  see  page  2  of  Instructions,  paragraph  11)- 


_  jj  _  I  ; _ _ 

~ '  .j5kLmaL92- 

- L-R-EzpLss&js. 

-L  — . M  -xmiss- 

..8....M„i-£.U:-22a;^23- 


SCHEDULE  C— EXCESS  PROFITS  CREDIT. 


1.  Eight  per  cent  of  inventor!  capital  for  tumble  period  (Item  9  of  Schedule  R)  ..  _ _ _ _  — 

3ML 

657  ^2 

2.  Exemption  (S3, 000)  (except  for  foreign  cornorationsV  .  .  .  .  _  ,,,  _  _  _ _ _  .. 

. 3- 

3.  Excess  Profits  Credit  (Item  1  plus  Item  2).  (If  return  is  for  a  period  loss  than  a  full  yeu,  see  page  2  of  Instructions,  paragraph  11) . . 

$ _ 1 

L.tkl— 

£5.7-62.-. 

SCHEDULE  D— COMPUTATION  OF  TAXES. 


1.  Bxacxcts. 

a  Amount  or  Net  Incomx  (Items 
27  on  29,  Schedule  A)  in 
Each  Beacket. 

3.  Excess  rsorm  CKrorr  (Item 
3,  SCIIEOULK  C\ 

4.  Bauxc*  Sudject  to  Tax. 

ft.  Amount  or  Tax. 

j 

1.  Net  income,  not  in  excess  of  20%  of  invested  capital. 

1 

s 

$Qg  ! 

UQ7 

71  1 

$ 

i  S57 

0?. 

E 

_2££.  j..75CL 

. 1 . 

as_ 

i 

20%  IS _ 1 

—35. 

-350- 

£2- 

2.  Balance  of  net  income.  . .  . 

^  1 - 

1  40%  L-  -J 

3.  Totals  computed  under  Section  Sfllfh) 

L  ~mm 

? - 

. J 

1 

! _ 8 _ 

..  1 _ _ _ 

1  ™ 

J . . 

! - ! _ !S — { 

*35Qx: 

-02_ 

4.  Excess  Profits  Tax,  if  computed  under  Sections  302,  303,  304(c)  or  337  of  the  Revenue  Act  of  1913  (see  page  2 of  Instructions,  paragraph  14) 

5.  Net  income  for  taxable  period  (Item  27,  Schedule  A) _ |j _ jjsCS- 


_ J» - — --55J 


Loss:  Taxable  interest  on  obligations  cl 
United  Sluter,  and  War  Finance  Cor¬ 
poration  Bonds  (Item  4,  Svhrduie  A ).. 

§ _ 

1 

Excess  profits  tax  (Item  3  or  4,  column 
ft.  Sch-dui*  D)  or _  ...  .- 

—5-5 

-50 1 Qp 

Excess  profits  and  x.ar  mofiu  taxes 
fltem  1C,  Form  U20S.  income  from 

Govern ru<-r.t  contrasts) _ 

Exemption?,  except  for  foreign  corpora- 
Ik>cs.  R2.tr,  1  nnldss  return  is  for  less 
thw  a  year  (.see  jmgo  2  of  te-treoiors, 
pa:a;raph  »l) - 

■—Vy* 

| 

t 

1 

. 

.  .02W.I.G.Q.. 

•  11.  Tax  of  10%  on  Item  10 _ 

12.  Total  tax  (Item  3,  4,  or  8  plus  Item  11)- 


.1Q8L 


i  ■;  f 


_ 9.  or  Item' 5,  less  Items  6,  3.  :nd  9;..’ - -J.  1'.  V 1  $ _ '  553  ■■■  .05-7- ‘j  W~».  Glance  of  ax  (Item  '-2  mini-;,  Itorr,*  13  and  14) - 3 j  .205.;  JpD— tS— - 

AMENDED  RETURNS.  !  CHECKS  AND  DK4FTS. 

_ Yn  amegded  re  tun,  amt  be  i-i.-mlv  marked  Amended  ”  acr:  sh  the  fu't.  of  -be-  return  !  Chocks  and  drafts  w:?l  bo  j_  ■  -  ntod  only  if  ./-‘.v'-ble  n*.  par  at.  you:  C«.Iiector>  office. 

No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS . 

David  H.  Blair,  Commissioner  of  Int. 


13.  Less:  Income  and  profits  taxes  paid  to  j  T  j  j 

lorelxn  countries  or  possesion?  cf  the  •  | 

United  States.  (Sec  Section?  23$  cad  I  1  j 

240(c)  of  Itevsnus  Act  of  - _ ; - - - ] - - 

14.  Income  tax  wit'-i’jeM  at  \ho  in 

vh?c  «;{  ft  foreign  corpervtics  \<t  en-  • 

K&iari  l->  ft  trade  or  <  vitniu  !  !  i 

rboVjsl.ed  Stales, an*'  rotnvU.iCuav  j  i  j  j  i 

tSicoo:  place  ti  ousui"^.  j?  .i-ia - - - •- - — 
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10.  Balance  mbject  to  iwcomo  tax  (It^m  oTIesr  lic«ns6. 7~  t.aT  I" 
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Page  3  of  Return 


QUESTIONS. 


KIND  OF  BUSINESS. 

1.  By  means  of  the  key  letters  given  below,  identify  the  corooration's  main  income- 
producing  activity  with  one  of  the  general  classes,  and  billow  this  by  a  special  description 
of  the  business  sufficient  to  give  the  information  called  for  under  web  general  class. 

A. — Agriculture  and  related  industries,  including  fishing.  logging,  ice  harvesting,  etc., 
including  the  leasing  of  such  property.  State  the  product  or  products.  B. — Mining  and 
ouarrving,  including  gas  and  oil  wells.  Inciudo  the  leasing  of  such  property.  State 
the  product  or  products.  C.— Manufacturing.  State  the  product  and  also  the  material 
if  not  implied  by  the  name  of  the  product.  D.  —  Construction — excavations,  buildings, 
bridges,  railroads,  ships,  etc.,  also  equipping  and  installing  same  with  systems,  devices, 
or  machinery,  without  their  manufacture.  Stato  nature  ot  structures  built,  materials 
used,  or  kind  of  installations.  El. — Transportation — rail,  water,  local,  etc.  Stato  the 
kind  and  special  product  transported,  if  any.  E2.— Public  utilities — eaa  (natural,  coal, 
or  water);  electric  light  or  power  (hydro  or  steam  generated);  heating  (steam  or  hot  water); 
telephone;  waterworks  ©••  ix>\vcr.  ’  E3.— Storage — without  trading  or  profit  from  sales — 
(elevators,  warehouses,  stockyards,  etc.)  State  product  stored.  E4. — I  taring  transpor¬ 
tation  or  utilities.  State  kind  of  projierty.  F. — Trading  in  goods  bought  and  not  pro¬ 
duced  by  tlie  trading  concern.  State  manner  of  trade,  whether  wholesale,  retail,  or  com¬ 
mission,  and  product  handled.  Sales  with  storage  with  profit  primarily  from  sales.  G. — 
Service-— domestic,  including  hotel",  restaurants,  etc.:  amusements; "other  professional, 
personal,  or  technical  service.  State  the  service.  H. — Finance,  including  banking, 
real  estate,  insurance.  I.— -Concerns  not  falling  in  above  classes  (a)  ivecause  of  combining 
several  of  them  with  no  predominant  business,  or  (b)  for  other  reasons. 

2.  Concerns  whose  business  involves  activity  falling  in  two  or  more  of  the  above 
general  classes,  where  tho  taint  pwturt  is  concerned,  should  rejwvrt  hud  nose  as  identified 
with  but  one  of  the  above  general  claws:  for  example,  concerns  in  A  or  B  which  also 
tran.*i>ort  and  market  their  own  product  exclusively  or  mainly,  should  still  lw  identified 
with  classes  A  or  B:  concerns  in  C  (manufacturing'  which  own  or  control  their  source  of, 
material  supply  in  A  or  b  and  which  also  transport,  sell,  or  install  their  own  product 
exclusively  or"  mainly,  should  l*c  identified  with  manufacturing:  concerns  in  I)  may 
control  or  own  source  of  supply  of  materials  used  exclusively  or  mainly  in  their  construc¬ 
tive  work:  concerns  in  El  or  Eli  may  own  or  control  the  source  of  their  material  or  power: 
concerns  in  F  mav  transport  or  store  their  own  merchandise,  but  its  production  would 
identify  them  with  A,  B,  or  C. 

3.  Answers: 

(a)  General  class  (use  key  letter  designation) _ .. _ .A _ _ .. _ 

(b)  Main  income-producing  business  (givo  specifically'  the  information  called  for 

under  each  lcey  letter,  also  whether  acting  as  principal,  or  as  agent  on  commis¬ 
sion:  state  if  inactive  or  in  liquidation i —  . . . . 

Producing  cans  and  Tsanufacturing  . 

-raw  su^ar  -  - . - . . 


OTHER  CONCERNS  IN  SAME  BUSINESS. 

4.  Enter  on  the  following  lines  the  name*  and  addresses  of  fi  ve  representative  concerns 
in  your  locality  or  section  of  the  country  engaged  in  the  same  kind  <>»  *  usiness: 

. Haveiian.  Sugar  COc.  Ilfekavwy.li^.. Kauai,.  . . 

.  Eavm.  Com.  &  Sugar  Co.*  Puunoso^.  Masai,.. . 

. Maui  J^ricultwai  C$  *..$*&» . . * . . 

^.yqhilru  ?Uotitioa  Co*.  KahaRa.  ^  13 _ 

PioaeeT  Mill  Co.,  LaChaiua,  Jfeui,  T.  H. 

INCORPORATION. 

5.  Date  of  incorporation  . _  . ,!te..$.^.A®SL . . - . 

6.  Under  the  laws  of  what  State  or  country..  trry  ^  . 

REORGANIZATION  AND  ACQUISITION  OF  MIXED  AGGREGATES  OF  ASSETS. 

7.  Has  the  corporation,  or  any  rf'itt  predecessors.  been  reorganized,  or  has  it,  or  any 
of  its  j/rrduxssors ,  taken  over  a  going  business  or  acquired  a  mixed  aggregate  of  tangible 
and  intangible  proj>erty,  and  paid  for  such  property' in  whole  or  in  part  with  stock  or  other 

securities  since  the  close  of  the  preceding  taxahlo  period? _ No  . _ 

8.  If  so,  furnish  a  brief  narrative  history  of  tho  business  and  submit  a  statement 
showing: 

(a)  The  name  of  the  concern  taken  over  (or  from  which  the  property  was  acquired); 
i  b)  Tho  nature  of  the  assets  and  liabilities  so  acquired; 
to)  The  total  par  value  cf  the  stock  idnied  therefor; 

(d)  The  value  at  which  each  (  loss  of  assets  was  carried  on  the  books  of  tho  concern 
from  which  acquired  (submit  a  balance  sheet  of  the  predecessor  concern  as  at  the  date  of 
acquisition  or  as  at  the  close  cf  its  last  accounting  period  prior  thereto'; 

(«)  The  value  at  which  each  item  was  carried  on  the  books  of  the  corporation  making 
this  return,  and  full  details  of  anv  adjustments  subsequently  made  pertaining  thereto  and 
the  basis  on  which  such  revaluation  was  made. 

9.  li  patents,  copyrights,  secret  processes  or  formula*,  good  will,  trade-marks,  trade 
brands,  franchises,  or  other  intangible  property  wore  acquired,  state  the  basis  on  which 
their  value  wa-  determined  and  how  they  were’paid  for. 

10.  If  at  the  time  of  any  purchase  or’ reorganisation  as  contemphted  in  question  7,  any 
property  was  entered  on  the  books  of  the  reorganized  concern  or  any  vendee  predecessor  a’t 
a  value  in  excess  of  that  at  which  it  was  carried  on  tho  books  of  the  vendor  concern,  state 
tho  basis  on  which  the  revaluation  was  made. 

AFFILIATIONS  WITH  OTHER  CORPORATIONS  (TO  BE  ANSWERED  BY 

EVERY  CORPORATION). 

11.  Does  the  corporation  own  directly  or  control  through  closely  affiliated  interests  or 
by  a  nominco  or  nominees  over  50  i>er  cent  of  tho  outstanding  voting  capital  stock  cf 

another  corporation  or  of  other  corporations? . .?<?& _ _ 

12.  Is  over  50  per  cent  of  your  outstanding  voting  capital  stock  owned  by  another  cor¬ 
poration  or  by  two  or  more  corporations  that  are  affiliated JSq _ 

13.  Is  over  50  per  cent  of  your  outstanding  voting  cupitnl  stock  as  well  as  over  50  per 
cent  of  the  outstanding  voting  capital  stock  of  another  corporation  or  of  other  corpora¬ 
tions  owned  or  controlled  by’  the  same  individual  or  partnership  or  by  the  seme  individual* 

or  partnerships? - 2£Cl _ „ _ 


14.  If  the  answer  to  questions  11, 12,  and  IS,  or  to  any  of  them,  is  “yes,”  answer  tho 
following: 

i  (a)  Did  the  corporation  file  Affiliated  Corporations  Questionnaire,  Form  819,  for  1917  or 

subsequent  taxable  years?  Answer  “Yes”  or  “No _  If  the  answer  to  this 

Suestion  is  “yes,”  a  questionnaire  is  not  required,  except  under  the  circumstances 
escribed  in  question  (o).  If  the  answer  to  this  question  is  “no,”  and  the  answer  to 
questions  11, 12,  and  13,  or  to  any  of  them,  is  “yes.”  procure  from  the  Collector  of  Internal 
i  Revenue  for  your  district  Form  819,  which  snail  be  filled  out  and  filed  as  a  part  of  this 
return.  If  the  answer  to  this  question  is  “no,”  question  (b)  need  not  bo  answered. 

.  (6)  Did  substantially  the  same  conditions,  as  are  set  but  in  the  questionnaire  filed  for 

1919  or  prior  years,  obtain  during  the  entire  taxable  period  1920?  Answer  “Yes”  or 

“No”  ... T.?.® _  If  the  answer  to  this  question  is  “no,”  a  statement,  setting  forth  the 

particulars  in  which  the  situation  has  chanced,  should  be  attached  to  and  mode  a  part  of 
this  return.  If  there  have  been  substantial  changes  in  stockholdings,  a  complete  scnedulc 
of  such  changes  should  be  submitted  in  the  form  prescribed  in  Tables  3  and  6  of  tho 
questionnaire.  If  there  aro  companies  other  than  those  covered  by  the  questionnaire  for 
1919  or  prior  years  which,  applying  the  tests  contained  in  questions  11, 12,  or  13,  may  havo 
come  into  the  affiliated  group  since  1919,  a  questionnaire.  Form  819,  is  required  for  the 
entire  group  for  the  taxable  period.. 

i  VALUATION"  OF  CAPITAL  STOCK. 

i  15.  What  was  tho  iair  value  of  the. total  capital  stock  of  the  corporation  as  determined 

in  the  last  assessment,  if  any,  of  tho  capital  stock  tax?  $ _  Date  of  that 

assessment . . . . . . . 


PREDECESSOR  BUSINESS. 

16.  Did  the  corporation  file  a  return  under  the  same  name  for  the  preceding  taxable 

period?  Answer  “Yes"  or  “No”  _ ;  If  not,  was  tho  corporation  in  any  way  an 

outgrowth,  result,  continuation,  or  reorganization  of  a  business  or  businesses  in  existence 

during  ibis  or  the  preceding  taxable  period?  Answer  “Yes”  or  “No” . .  If 

answer  is  “yes,”  give  name  and  address  of  each  predecessor  business. 

j 

BASIS  OF  RETURN. 

!  17.  Is  this  return  made  on  the  basis  of  actual  receipts  and  disbursements? _ 


If  not,  describe  fully  what  other  baris  or  method  was  used  in  computing  not  income . 

...Prop.  Ba8is.-._App.roz...tw.o  year.5  ac<roix.2d..t.o _ 

Produce  a  crop  amd  complete  crop  records  are . . . 

being  fcept. 


GOVERNMENT  CONTRACTS. 


18.  Have  any  adjustments  beeu  made  during  tho  taxable  period  on  account  of  con¬ 
tract  or  contracts  with  the  Government  or  its  agencies  or  in  any  Government  contract  or 
contracts  from  which  the  corporation  derived  income  directly  or  indirectly,  through  *he 

operation*  of  a  claim  board  or  otherwise?  Answer  “Yes”  or  “NV’--HO - If  so,  state 

the  amounts  involved  % _ ;  whether  or  not  such  amounts  aro  included 

j  in  this  return _ ;  and,  if  not,  was  an  amended  return,  accounting  for 

the  additional  income,  filed  for  the  taxable  oeriod  in  which  the  contract  was  tormi- 

t 

J  rated? _ Submit  a  schedule  showing  full  particulars  of  tho  contract,  date 

I  entered  into,  date  the  work  ceased  under  said  contract  or  contracts,  and  the  amount  and 
nature  of  the  adjustment. 

AMORTIZATION. 

19.  Has  amortization  been  claimed?  Answer  “Yes”  or  “No”  ..Hfe. _ _  If  so, 

stato  for  what  year _ Amount  f _ _ 


i  PREPARATION  OF  RETURNS. 

20.  Did  the  corporation  employ  anyone  especially  to  prepare  or  advise  in  the  prepara¬ 
tion  of  this  return?  Answer  “Yes”  or  “No” -  Ssl  If  so,  g’V'  name  and  address 

and  state  to  what  extent  such  assistance  or  advice  was  received  ..  BctUZZi - - 

LIST  OF  ATTACHED  SCHEDULES. 

Enter  below  a  list  of  all  schedules  accompanying  this  return,  giving  for  each  a  brief 
title  and  tho  schedule  number. 


a- 3 

Sundry  Income 

n  A-12 

Expenses 

. w . A-I4' . 

Repairs 

"  "*  "A^lo 

•flaxes 

. *  *^17 . 

- - * . A-18 ---• 

•■•••fle'pre'd'ati'cn'  . 

- ■■  -SdrHrK-  A  -  <5«n5jaratiYe--Bal-anee- . — 

-Shaath  McBryde  Sugar  Cc,  .and. . . 

Electric. Cc*. . . . . . . 

Ej&itit  B  -  Consolidated  condensed 
•balance  -sheet's" —s-  of  -Steer ~ 

. -and  1920 . . . . 

....  J™ . -  ..  Inadmissible.  Assets - - - 


4-0  3 


SCHEDULE  K.— BALANCE  SHEETS. 

Attach  hereto  balance  sheets  aa  of  tho  beginning  and  end  of  the  taxable  period  (preferably  in  parallel  columns),  showing  as  Dearly  as  practicable  the  details  caBed  for  below.  (These 
balance  sheets  should  be  prepared  from  the  books  and  should  bo  in  agreement  therewith,  or  any  diuerenccs  should  be  reconciled,  and  if  this  is  a  consolidated  return,  balance  sheets  should 
be  furnished  in  accordance  with  yiaragraph  S  of  page  1  of  Instructions.) 


ASSETS. 

0***1  '.including  cast  In  bank  and  on  luco  wrtlfl- 
<sw»  *n  deposit,  etc.). 

Trado  accounts  (betore  deducting  reserves  far  Lj****  ). 
Kate*  receivable  from  customers. 

Otht  r  accounts  and  nota*  receivable  (to  l>«  classified  ). 
Inventories: 

Raw  materials. 

Work  In  procreso. 

Finished  products. 

Supplies. 

Investment*: 

Bonds— 

V.  S.  bonds  and  obligations  (eocMssus  to  1>« 
*:at*d  separately). 

Exempt  (municipal,  State,  etc.). 

Cither. 


ASSETS -Continued. 

Investments—  continued. 

Stock  of  corporations  - 
Foreign. 

Domestic. 

Loan*  and  advances: 

To  offleers  and  cmplovnos. 

To  others. 

Deterred  charge*  to  tutor*  operation*  (to  be  detailed). 
Flxad  istots: 

Lend. 

Building*. 

Machinery. 

Tools  and  minor  equipment. 

Delivery  oquipment. 

Odiee  furniture. 

Other  estate  character). 

Total. 


ASSETS— Continued. 

Flsed  caccts — continued. 

Tjcvi  reserve*  for  dcptickt ion  (show  separately 
amount  applicable  to  each  fixed  asset).* 

Net  Value. 

IhAnts,  tool  wflL  and  other  In  tint!  No  assets: 
Paid  for  in  cash  or  other  tangible  property. 
Paid  for  in  stock  (other  tlwn  .stock  dividends). 
Created  by  stock  dividend  or  otherwise. 

I 

Discount: 

On  bonds. 

On  stock. 

Total. 


Wot#*  payable: 
'o  offloers  ■ 


LIABILITIES. 


To' offloers  and  stockholders. 

To  others  (melndin*  bank  loans). 

Account*  payaNe: 

Trade. 

Other. 

Accrued  expenses  and  reserves,  the  chorees  creatine 
which  are  allowable  deductions  from  income  (to 
be  detailed). 

Reserves,  the  eharjes  creating  which  ore  not  allow¬ 
able  deductions  from  Income: 

Reserves  for  losses  on  notes  and  soooants 
receivable. 

Other  reserve*  (to  be  detailed). 

Capital  stack  ontataryflut  (to  be  classified}. 

Surplus  and  undMded 
Total. 


•Reserves  inr  depreciation  may  be  deducted  from  the  respective  asset  accounts  or  itemised  on  tho  liability  side  of  the  balance  sheet. 

All  corporation s  engaged  ill  an  interstate  and  intrastate  trade  or  buxines*  and  reporting  to  the  Tntenr.&tc  Commerce  Commission  and  to  auy  national, .State,  municipal,  or  other  public, 
officer ,  may  submit  in  lieu  of  abovo  Form  copies  of  their  balance  sheets  proscribed  by  said  Commission  or  State  and  municipal  authorities,  as  at  tho  beginning  and  end  of  the  taxable  penod. 


oc 


CONSOLIDATED  NET  INCOME,  McBEHSS  SUGAR  CO.  LTD  AND  KAUAI  ELECTRIC  CO.  LTD 
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David  H.  Blair,  Commissioner  of  Int.  Rev 
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_  H'O!) 

SCHEDULE  A-^ 


McBSTEE  SUGAR  CO.  Ltd 


INCOME  FROM  OPERATION  OTHER  THAN  MANUFACTURING. 


Ranch 

1,714.01 

Ice  Plant 

1,532.50 

Delinquent  Payroll 

705.55 

Rice  Mill 

541.02 

Charges 

25.75 

Electric  Lights 

445.75 

Discount  &  Exchange 

451.64 

Water  Sales 

254.X 

Discount  on  Bonds  Piedeexaed 

1,794.00 

Hui  Share  Dividends 

242.9^ 

Total 

• 

$  2,177.17 

No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


SCHEDULE  A -12 


ORDINARY  AND  NECESSARY  EXPENSES. 


'^281 


Rent  paid  by  Kauai  Electric  Co. 

Strike  Loss 

Clearing  Expense 

Steam  Plowing 

Mule  Plowing 

Purr owing 

Trenching 

Preparing  Ditching 

Cutting  Seed 

Hauling  Seed 

Seed  Cane 

Flanting 

Replanting 

Water  supply 

Irrigation 

Hilling  Up 

Weeding  &  Hoeing 

Stripping  fr  Cutting  back 

Insect  Extermination 

Fertilizing 

Harvesting 

Mill  Expense 

Mill  Fuel 

Containe rs 

Sanitation  and  Hospital 

Camp  Fuel 

Legal  Expense 

Insurance 

Rent 

Surveying 

Bonded  Debt  Charges 
Workman^  Compensation 
Wages  &  Bonus 
Experimental  Station 
Welfare  Work 

Amortization  of  Bond  Discount 


1,000.00 
344,936.75 
11,503.00 
22,089.97 
436 .39 
3,974.44 
63.50 
7,148.66 
7,557.89 
5,737.95 
6,267.05 
5,486.38 
2,499.53 
106,073 .27 
87,562.55 
24,344.24 
59,832.75 

3.831.27 
777.46 

171,204.18 

140,750.87 

35,921.61 

3,273.32 

43,247.29 

16,094.02 

19,707.03 

391.98 

4,517.84 

6.263.28 


2,500.10 

589.97 

175.00 

1,057,589.88 

367.62 

769.63 
7.415.88 

^,212,002.55 
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SCHEDULE  A-5 

McBETDE  SUGAH  CO.  Lfcd 

INCOME  FROM  OPERATIONS  OTEEP.  THAN  MAHUFACTUBIHG . 


"Ranch 

1,714.01 

Ice  Plant 

1,232.50 

Delinquent  Payroll 

705.55 

Dice  Mill 

541.02 

Charges 

25.75 

Electric  Lights 

445.75 

Discount  &  Excnange 

451.64 

Water  Sales 

*3^.00 

Discount  on  Bonds  Pedeeaed 

1 

1,794.00 

Sui  Share  Dividends 

242 .95 

Total  $  S, 177. 17 
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SCHEDULE  A -12  !  -t 

!  Col 


ORDINARY  AND  NECESSARY  EXPENSES. 


Rent  paid  by  Kauai  Electric  Co* 

Strike  Loss 

Clearing  Expense 

Steam  Plowing 

Mule  Plowing 

Furrowing 

Trenching 

Preparing  A-  Ditching 

Cutting  Seed 

Hauling  Seed 

Seed  Cane 

Flanting 

Replanting 

Water  supply 

Irrigation 

Hilling  Up 

Weeding  &  Hoeing 

Stripping  Cutting  back 

Insect  Extermination 

Fertilizing 

Harvesting 

Mill  Expense 

Mill  Fuel 

Containe rs 

Sanitation  and  Hospital 

Camp  Fuel 

Legal  Expense 

Insurance 

Rent 

Surveying 

Bonded  Debt  Charges 
Workman* s  Compensation 
Wages  &  Bonus 
Experimental  Station 
Welfare  Work 

Amortization  of  Bond  Discount 


1,000.00 
344,936.75 
11,503.00 
22,089.97 
436.39 
3,974.44 
63  .50 
7,148.66 
7,557.89 
5,737.95 
6,267.05 
5,486.38 
2,499.53 
106,073*27 
87,562.55 
24,344.24 
59,832.75 

3.831.27 
777.46 

171,204.18 

140,750.87 

35,921.61 

3,273.32 

43,247.29 

16,094.02 

19,707.03 

391.98 

4,617.84 

6.263.28 
2,500.10 

589.97 
175.00 
}.,  057, 589 .88 

367.62 

769.63 
7,415.88 

£,212,002 .55 
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Steam  plcar  repairs 
Stole  PHW  repairs 

uni  * 

Buildings  * 

Fence®  1  4 
Hoad®  &  Bridge®  * 
Telephone®  '  * 
Sundry  Machinery  * 


M69«e? 

sao.ei 


27,710  .n 
29,868.54 
8,574.37 
5,614.75 
464.86 


Total  Bine  14,  Schedule  A  $74,704.05 


SCHEDULE  A-16 


Property  Taxes  83,519.92 

Territorial  Income  tax 

Parent  coapany  11,849° 80 
"  Conservation  *  11,948.80 

"  Income  Tax  Subeidary  180*00 
*  Conservation  *  •  _  180. OQ 

$87,779.53 
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SCHEDULE 

A -18 

DEPRECIATION  'V KITTEN  OFF. 

McBryde  Sugar  Co.  Ltd. 

Prfior  Years 

f ccqunt 

Rate 

Amount 

amount 

Rice  Mill 

15  years 

221.00 

Sugar  Mill 

30  " 

25,076.13 

309.120.81 

wagons  &  Implements 
Autos,  Trucks  & 

25  " 

Various  " 

2,762.15 

45,018.03 

Tractors 

5,321.65 

13,353.52 

Pences 

50  years 

506.47 

8,452.52 

Livestock  *  Harness 

10  " 

4,674.8 c 

Inventory 

Steamplows 

20  k  40  " 

3,362.14 

65,302.45 

Sundry  Machinery 

30  " 

1,394.31 

19,807.34 

Railroad 

50  " 

5,706.90 

105,532.95 

Rolling  Stock 

30  " 

4,830.31 

66 , 368 .59 

■''ater  Supply  Equipment 

25  " 

4,966.13 

93,887.17 

Buildings 

25  " 

10,676.07 

144,077.46 

Electric  Pump  Stations 

30  " 

8,010.98 

110,365.46 

Furniture 

20  n 

501.44 

8,362.06 

Machine  Shop 

40  " 

85.98 

1,162.73 

Telephones 

20  " 

41.91 

502.92 

Leasehold  (cost) 

Lease 

304.53 

3 , 045 .30 

Ice  Plant 

15  " 

669  .43 

Pole  Line 

20  " 

1,313.31 

7,814.93 

Kamooloa  Ditch 

Lease 

1,310.37 

15,104.88 

$82,191.03 

s?-» 

017,279.12 

KAUAI  ELECTRIC 

CO.  LTD.  DEPRECIATION 

Tunne Is  &  D i t che s 

Lease 

6,508.32 

84,608.16 

Power  House  Machinery 

30  years 

5,513.12 

57,153.32 

Pole  Line 

25  M 

2,956.07 

38,428.91 

Buildings 

20  " 

267.70 

3,352.06 

Telephone  System 

25  " 

61.18 

855.82 

Eoad3  k  Bridges 

30  " 

290.59 

3,777 .67 

Electric  Station  No. 

3 

20  ” 

9,075.00 

36,300.00 

Leases 

Lease 

409.44 

5,322.72 

$25,036.42 


${239,778.65 


Note 


Rates  revised  according  to  Revenue  Agent’s  recoTr.rrejcdation 
a**  adjusted  by  us  as  per  brief  filed  dated  Dec.  4,  1920. 
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Mo  BRYPE  300A6-60.  1TP. 

COMPARATIVE  BALAKOX  8RESt8  13  OF  DEO.  31,  1919-1920. 

BMl  *- 

Pm.  31 

1919 _ 
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.  a 
19» 


OaA 

Accounts  Receivable 
Kauai  Electric  Co. 

Inventories 
Ororing  Crops 
Bond  Discount 
Xnvestcerts  other 
•corporation 
Leasehold 
Real  Estate 
Sill 

•agons  A  Inplcnor.ts 
Autos, Trucks  £  Tractor *34,476.49 
Fences  215,323*81 

Eatervaya  8  Rsscrroire476,812.20 
Lire  stool  A  Romeos  42,352.50 
tftMB  Plows  115,273.52 

Sundry  MaoMnery  41,829.32 

Railroads  283,249.84 

Rolling  Stocks  118,282.62 

Roads  A  Bridges  18,772.51 

Doswstle  later  Supply  124,153.41 


251,342.60 

11,290.00 

401,307.85 

381,579.94 

1,026,329.33 

23,321.41 

433.711.38 
14,008.16 

1,571,692.99 

706.475.39 
68,662.26 


Forestry 
Buildings 

Elsotrio  PuBp  Stas. 


Pols  Lins 

Shop 
Ditch 
Telephones 
Xss  Plant 
Rise  Mill 
Foil  Oil 


16,919.76 

348,864.89 

210,329.36 

10,028.84 

33,386.19 

1,430.31 

29,518.90 

838.27 

708.96 

3,831.26 


603,048 .74 
19,311.83 

384,307.89 
385,389.70 
1,091,741.39 
19,906.53 

270,210.88 

14,008.16 

1,971,698.99 

793,098.60 

69,053.78 

45.754.89 
25,323.81 

480,671.74 

46,241.39 

116,373.53 

43,129.31 

385.344.94 

148.303.95 
18,771.51 

134,153.41 

30,039.79 

286,901.65 

240,329.36 

10,026.84 

36,366.19 

3,439.31 

29.518.90 
836.27 

10,041.29 

3,315.05 

1,202.78 


Total  Asset  s$  6, ¥^9  ,67^.64  $^,163^?2fc?56 


54,733.12 

Bonds  *  1,224,400.00 

Reserve  for  dsprsciaticm  1,027.785,13 

1,500,000.X 
600,000.X 
344*812.12 
.  .  JU9CLsffiL 


48,487.29 

•33,600.x 

1,104,951.16 

3,  5X  ,'000*00 
000,000  .X 

968,545.41 


351,706.14 

4,028.82 

IZeX&jQa 

VTOSl76 

65,412.05 

163.5X.5C 


87,617  .*1 
391.52 

11,278.36 

3,859.54 

3,895.79 

3X.X 

2,096.10 

25,041.33 


3,130.X 

18,036.76 


9,332.33 

483.79 

1,203.78 


8^245.83 
230* 800.X 
77,166.03 


623,733.29 


6.759.073.06  «7.139.925.S3  I403.953.49 


Preferred  Stock 
Surplus 

Paid  in  Surplus 
Tbtal 

The  assets  and  surplus  In  the  above  balance  sheets  hers 
adjusted  according  to  recommendations  of  the.  Remus  Agent  who 
OTtunlnad  our  books  up  to  and  ineluding  1917,  and  as  subsequently 
corrected  by  us  as  per  brief  filed  under  date  of  Dee.  4,  1920. 
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QEDXPAXATZ7S  BALANCE  SHEETS  AS  0?  DEC*  31,  1919-1930. 


Aaaa&L-. 


Seal  Estate 
Tunnels  &  Ditches 
Pover  ficuca  &  Machinery 
Pels  Lina 
Building* 

Tclcphonse 
So  ad  a  &  Bridgee 
Horace  <1  Harness 
Electric  Station  Ko.  3 
Lea  sa 

BeBryde  Bonds 

Total  Ascot s 


Deo.  31 


Deo.  31 


29,507.77 

309,540.77 

168,691.82 

96,401.64 

6*894.08 

1,529.53 

8,717.77 

300.00 

181,300.00 

18,834.21 


29,507.77 

208*540.77 

182,691.88 

76,401.64 

5,364.08 

1,589.66 

8,717.77 

300.00 

181.500.00 

18,834.21 


l 

5796,377.61  $796,377.61 


UA5IM7IESJ 

Bills  Payable 
£ic3rjda  Sugar  Oo. 
Capital  Stool 
Deficit 

Depreciation  2a serve 

Total  liabilities  * 
capital 


103,000.00 

401,307.85 

168,834.21 


103,000.1 

384,307.1 

168,634.; 


S7D0.377.6i  $796,377.61 


17*000*00 


The  assets  and  surplus  in  the  above  balance  sheets 
hart  been  adjusted  according  to  reoona&endatioa*  of  the  Bman 
Agent  uLo  examined  cur  books  op  to  and  including  1917,  and  ae 
subsequently  corrected  by  us  as  per  brief  filed  Under  date  of 
Deeeoebor  4,  1920. 
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■PWU  #7/ 

KdBRTDX  0OO4X  09.  LTD.  and  U*A2  IU0TRXC  CO.  LTD* 

cowanliDiTra  baiabo*  shot  as  of  pbs.  n.  ioie. _ 

mmtsx. 


V  1 


h-6 


ASSETS! 


EcBryde 

StiSSSXJ&A. 

1,571,692.99 
2, 655,883# ©4 
14,008.16 
1,036,329.33 
370,185. TO 
23,321.41 
Invest® ent , Kctnnl  SlOo  168,834.21 
•other  corporation*  884,877.17 
Kauai  KIGo. Current  Act .401,307.85 
Sundry  Debtor*  11,290,00 

Oash  251, 343.60 


Estate 
Plant,  etc. 
leasehold 
Croeing  Crop* 
Inventories 
Bond  Discount 


Kauai  Eleo-» 
SlttL.P.o* _ 

29,807*77 

645,036.63 

18,834.31 


Inter-  Consolidated 

*tegaalfl _ paJMsaa- 


168,834*21 
401,307.86 

103*000.00-  103.000.0? 


? ,601,200.76 
3,300,918.87 
33,842.37 
1,086,329.33 
370,185.70 
23, 321*41 


264,877.17 

11,290.00 

251,342*60 


$8,759,072.06  $798,377.01  $873,142.00  $6882,307.61 


A0t8< 


19 

Bond* 
tfaprydo  Current  Act. 
Reserve  for  Deproo. 
Cooson  Stool 
Preferred  stool 
Paid-in  Surplus 
Earned  surplus* 


Payable  54,733.12 
1,224,400.00 


1,027,785.12 

3,600,000.00 

800,000.00 

7,341.69 

344,812.12 


103,000.00 

401,307.85 

239,778.66 

168,834.21 

116,543.11 


103,000.00  54,7*5.12 

1224,400.00 

401,307.85 

1267,563.79 
168,834.21  3500,000.® 
600,000.00 
7,341.69 
228,269.01 


$6, 709,072.06  $798,377.61  $673,142.06  $6882,307.61 


fbe  asset*  and  surplus  in  the  above  balance  sheets  have  been 
adjusted  *o cording  to  reocxanendations  of  the  Revenue  Agent  who 
exaalned  our  book*  up  to  and  including  1917,  and  as  subsequently 
correctly  by  us  as  per  brief  filed  under  date  of  Deo.  4,  1920. 


(figures  underlined  in  red 
sere  in  red.) 
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McBRTDI  3UOAJI  00*  AtD.  end  KA'JAl  HS0TII0  OO.  LTD. 
CONSOLIDATED  BAULBOX  SHUT  A8  OF  DEO.  31*  19*). 


loBry&e 


ASSKftt 

*aal  Satett 
riant,  etc. 
leasehold 
Growing  Or ope 
Inventories 
Bond  Oi aoount 
Investment  Kami  XIOo.  168,834.91 
*  other  corporations  101,378.87 
Kami  KlOurrent  Aoot.  384*307.89 
Sundry  Debtor*  18*318.88 

Cash  603*048.74 

UoBryde  Bande  ___ _ 


1*871*698.99 
3,811*388.50 
14*008.18 
1,091*741.38 
389,365.70 
15,908.0 


Kauai  Klae*  Inter 

0o> 

29,507.77 
645,035.83 
18,834.81 


168*834.21 

384*307*69 

10?aQ^t«^,IQa>0QQtQ0 


Oorsolida- 


1,601,200.755 

3*456*361.15 

83*848*37 

1*091*741.39 

889*368.70 

15*908.93 

201*379.6? 

19*816.88 
608*048.74 


47*163*983.894796*377.61  4656 *142 .0637* 303,161.10 


Iotas  8  AO ct#.  Psjtblt  .  48*487 .39  103,000.00  103*000*00 

loads  :  938*600.00 

UoBryda  Current  A/0  384*307.05  384* 

Baa.  lor  Depreciation  1*104,951.16  264,885.08 


Oaviion  fttook 
Preferred  Steak 
Paid-in  Surplus 
lamed  Surplus 


3*900*000.00  168*834.21  168*834.31 

800*000.00 
7*841.69 


46*487.38 
933*600 *0 

1*869*618.84 

3*800.000.80 

eoo*ooor 

7*841, 

JBhSL r 


3?,182,925.S8|t9e,3rr.81  JeS6,142.06JTi30»»«X.10 


the  assets  and  surplus  la  the  above  balsas#  sheets  navi 
beta  adjusted  according  to  reoew— ndatlons  of  the  Revenue  Agent 
*bo  cmslnad  cur  books  up  to  and  Including  1917,  and  as  sub¬ 
sequently  eorreoted  by  us  as  par  brief  filed  under  data  of  “ 

4*  1920. 


(Figures  under  lined  in 
sera  in  rad.) 
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jicBrvde  o»t  |^i 


Inadtt?  sslble 

Asset?  at  beginning 

51,866.67 

m 

0  *  end 

-  51.866 .67. 

leaded  ssibie 

Average 

Assets  at  beginning. 

5,562,877.15 

51,866.67 

*  *  End 

5.861.478.18 

Percentage 

AJnount 

Average 

Total 

.0898373)1 . 

5.722. 177.67 

5,774,344.34 

f  38,370.55 

Cur  investraenfc  in  the  Sugar  factor?  Co.  bag  been  in* 
eluded  within  our  adaissible  asset*  for  reasons  fully  aet  forth 
in  br*oi  filed  with  our  last  yeo.rs  return,  as  suppleacnted  by 
another  brief  nor  before  the  Board  of  Appeals  and  Review. 


ANALYSIS  OF  INVESTMENTS  IN  OTHER  COMPANIES 
AS  SHOWK  BY  BALANCE-SHEETS. _ 


5a i22 i  El.  Co.  (Consolidated) 
Kauai  Roil way  Co. 

Kaen.  Philippine  Co „  (Foreign) 
Sugar  Factors  Co. 

Totals 


is3;s^fi  188^1 $sr 

51,868.6 7  51,866.67 

36,310.50  49,510.00 

176.700.CO _ 

$4 33, 711 • 38  ^270,310.88 
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LOSS  ON  SALE  OP  STOCK  OF  SUGAR  FACTORS  COMPAHYl  LTD 


Included  In  deductions  under  Schedule  A  22  is  a  loss  of 
$508,874.16  sustained  through  the  sale  .Of  1,767  shares  of.  capital 
stock  of  Sugar  Factors  Company,  Ltd.  Of  the  total  number  of 
shares  held  in  this  Company,  1,524  shares  were  held  prior  to 
March  1,  1913,  and  this  explanation  has  reference  to  the  method 
used  in  determining  the  fair  market  value  of  this  stoqk  as  of  that 
date  • 

No  bona  fide  sales  of  this  stock  werw  made  prior  to 
March  1,  1913,  or  for  several  years  subsequent  thereto* 

The  Sugar  Factors  company.  Ltd.,  is  an  Hawaiian  corporation 
organized  in  1904  by  a  number  of  sugar  plantations  of  Hawaii  and 
the  principal  object  of  its  formation  was  to  acquire  4»d  operate  the 
California  &  Hawaiian  Sugar  Refining  Comfjany  of  California  as  an 
outlet  for  the  raw  sugar  produced  by  its  shareholders J 

During  1920,  owing  to  the  abnormal  fluctuations  in  the 
price  of  sugar  and  government  control  of  profits,  the  losses  of 
the  refinery  were  so  severe  that  it  practically  was  taken  over  by 
its  creditors.  Most  of  the  stock  of  Sugar  Factors  Company, 

Limited,  which  at  the  time  owned  100#  of  the  California  &  Hawaiian 
Sugar  Refining  Company,  was  purchased  from  the  various!  plantations 


at  an  appraised  net  value  of  $40.00  per  share, 
in  this  company  were  sold  at  this  figure. 


Our  e 


ntire  holdings 


The  method  used  in  computing  the  value  of  shap 
in  Sugar  Factors  Company,  Ltd.,  as  of  March  1,  1913,  f« 
closely  the  method  prescribed  In  Internal  Revenue  Bulletin  9-20-764 
A.R.R.  33  and  the  following  exhibits  ar*  submitted  herewith  showing 
the  details  of  the  computation. 


res  of  stock 
ollows 


March 


Exhibit  A.-  Valuation  of  C.  tc  H.S.R.  Co., 

1913  on  the  basis  of  its  earnings 
over  five  years  prior  to  1913. 


1, 

averaged 


Exhibit  B.-  Valuation  of  shipping  rignts  March  1, 
1913  accruing  to  Stockholders  of  Sugar 
Factors  Company,  Ltd. 


Exhibit  C.-  Balance  sheet  of  C.  ft  H.S.R. Co.  a? 
*  1,  1913. 


of  March 


Exhibit  D.-  Balance  sheet  of  Sugar  Factors  Company,  Ltd. 

March  1,  1913. 

In  further  explanation  of  Exhibit  B,  we  would  say  that  the 
main  purpose  of  the  formation  of  this  Company  was  to  save  to  Its 
stockholders  the  difference  In  freight  rates  to  San  Pralncisco  and 
to  the  Atlantic  Coast. 
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The  onset  ty  of  the  refinery  has  always  been  less  than  the 
production  of  its  stockholders,  therefore,  the  right  to  ship  rev 
sugar  to  the  jfc finery  has  been  allocated  on  the  basis  of  stook 
holdings  and  this  right  has  been  recognised  as  a  distinct  property 
right  accruing  to  the  stockholders  and  subject  to  purchase  and 
sale  apart  free  the  stock  itself*  Plantations  that  on  account  of 
drought  or  other  reasons  did  not  produce  the  tonnage  vhich  they 
<?ere  entitled  to  ship  to  the  refinery  during  any  year  hare  in 
numerous  instances  sold  this  excess  to  other  plantations  at  prioes 
ranging  from  $3*50  to  $7.50  per  ton* 

As  the  value  of  the  shipping  right  accrued  equally  to 
all  the  stockholders  of  Sugar  Factors  Company,  ltd*,  it  is 
treated  as  an  asset  of  that  Company  in  determining  the  loss  of 
the  stockholders  of  the  Company* 

To  shov  that  the  value  of  $3,  24c',!*)? s,  9 0,  placed  on  tbs 
shinning  rights  as  of  March  1,  1913,  is  "cry  federate  the  follow¬ 
ing  30  hod  ills  shearing  actual  savings  fo::  the  years  1912  to  1919  is 
presented i 


Tear  Tonr.n^e  shipped 

*7,*^rTT-- 


Saving  ps? 

—223 _  _ 


1913 

1914 

1915 

1916 

1917 
1913 
1913 


170,034 

300,346 

249,491 

343,118 

250,978 

343,334 

233,474 


4*07 

4*05 

4*61 

4*96 

4.15 

7*86 

6.736 


694,480.38 

810,988*30 

1,133,153.51 

1,215,785.38 

1,090,883*04 

1,758,589.00 

JLflMeWTtW 

$8,660,872*16 


Figures  are 


based  on  the  records  of 
Factors  Ocmpany, 
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t 


-80W.IWJUU88. 

£&*.*., fc.TD, 

'mjimoK  or  sugar  factors  co,  ltd,  stock  as  of  march  jns. 


JBragflUi 


Valuation  of  California  axil  Hawaiian  Su^ar  defining  Co*  Kerch  1, 
1913*  on  the  basis  of  earnings  over  a  period  of  five  years. 


Value  of  Assets  13/31  1907  3,737*665.07 

•  ■  •  1908  4*117*734*54  Warnings 

1909  5*186*706.63  " 

1910  5,342,337.66  • 

1911  5,600,410.00  • 

wig  jaasuassisg  • 


n 

ft 

9 


m 

» 


* 

ii 

« 


Average  over  5  years 


4,880,951.49 


807*071.39 
1*068*983.08 
555*631.04 
483*073.34 
-  -KSMSS.Pg, 

743,042.36 


8fo  on  Assets 

Warnings  attributable  to  good  will 
Capitalized  on  the  basis  of  15£ 

EXHIBIT  B. 


390*476.13 


&2* 350*441.73 


Valuation  of  ©hipping  rights  as  of  Xarofc  1* 
1913,  accruing  to  the  Stockholders  of  Sugar 
Factors  Oo. 


1908  Figures  not  available. 

1909  FreiAt  charges  East  oer  ton  12.337 

•  •  Calif.'  •  ‘  - 

Value  of  flipping  •***•**-  * 


* 4.146  x  190*563  tons  shipped 

1634,234.20 

1910  Freight  charges  Sa at  per  ton  12.336 

*  •  Calif.  *  •  8.186 

4.150  H  151*079  tone  snipped 

633*827.85 

1911  Freight  chargee  East  per  ton  13.456 

•  "  Calif. ' «  »  8.154 

Value  of  Shipping  ri<gite  "  ■  T  4.303  *  153*113  tons  shipped 

658*693.13 

1913  Freight  charges  East  per  ton  13.338 
•  ■  Calif.  •  ■  -8.1 n 

Value  of  shipping  rights  *  N  4.157  x  165*045  tons  shipped 

■886.093.07 


Average  over  four  years 


649*961.56 
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Capitalized  on  the  basis  of  20$  3*243*807*90 

Seoresenting  the  value  of  orood  will  of  the  Sugar  Factors 
Go*  Ltd"*  accruing  direct  to  its  stockholders 


Kekaha  Sugar  Co 
David  H.  Blair, 


No. 5098 

. ,  Limited,  Appellant 
VS. 

Commissioner  of  Int. 


Rev. 
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4tt 

HttBaiPg  SIX} AH  CCKPAST.  LTD. 

VALUATION  CF  30CAR  FACTORS  00,  LTD  nTOOK  A3  OF  l^AROH  1,  1913- 


..mm?  t,. 

California  A  Jtewaiian  Sugar  Refining  Co, 
n*l»nce  Sheet  Dee,  31,  1913, 


Cash 

Aoooanto  Receivable 
Sotee 

Inventory  Supplies 

•  Ran  Lnterl&l 

•  Finish ©4  Coeds  3209,884,70 

Reel  Estate,  Bldgs. A 
Eq^lpnent  2937,270*28 

Ooad  till  Capital¬ 
ised  15£  _ 


202,760,88 
32,598.68 
991,018,01 
217,013.08 
23,906,80 


Kotos  Payable 
?ondG 

Capital  Stook 
-'urp-luc 

i-ro  rata  earning g 
to  3/1/13 
50,000  shares  • 
177,94819 


43,887.35 

196,000.00 

5000,000.00) 

1400,985.06' 


MiBetoeali 


Able  to 


06838,432,42. 


146,102,74 


^350,441.73 


203,760,85 

53,598,68 

991,018.01 

217,013.08 

28,906,80 

2355,967.44 

3937,370,39 

S912S.99S.88 


£330 

US 


,441. 7d> 
,103.74) 


43,937.38 

196,000.00 


aeoy.4Q».n 


0039,433.41  2498,544.47  2496,344.47  9135,998.88 


I 
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VcSIHDO  SUGAR  3o.  LTD. 


VALUATION  OF  SPGAR  FACTORS  OQ.  LTD,  3T00K  AS  OF  igftRCn  1.  1913. 


SXHISIT  P. 

SUGAR  ? ACTORS  CO.  LTD, 
i>ALAi<C.»  OLeot  i/QC.  3 lcl2. 


ASSETS; 


iatoftagpte 


Able  to 
Realize 


C,?sh  and  Bcnk  593,357.01 
Refinery  Stock 
44121  fibres  3,033,365,85 
Bonds  1,317,372.79 

Office  Fixture 3  2,275.87 

Real  Sgtate  77,207.36 

Gooa  Vi  11  a/c 

dipping  rights _ _ 

5,030,578. o§ 


11,317.92 


4,817,388.24 

33,302.33 

3,243,807.80 


810,974.93 

7,851,252*09 
17,734.41  1,300,138.33 

2,275*87 

110,599.68 


li*biu  riS3: 


Accounts  nsyable  19.35 
Capital  stock  4,312,600 .00  < 
Surplus  717,953.93; 

rro  rata  earnings 
to  3/1/13 
7 .il-ie  of  43,126 
cb-re*  9  304.34  _ 


19.99 


8,032,351.96 

li;S17.92 


5,030.578.38  8,113,204.29  8,113,204.29  13,125,048.76 
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SCHEDULE  E.— CAPITAL.  SURPLUS.  AND  UNDIVIDED  PROFITS  AS  SHOWN  BY  BOOKS 
BEFORE  ANY  ADJUSTMENTS  ARE  MADE  THEREIN. 

E4.  Slock  actually  outstanding  at  the  end  of  the  preceding  taxable  period  should  be  entered  in  this  schedule 
to  the  extent  that  It  Is  paid  up.  If  stock  or  shares  were  Issued  at  a  nominal  value  or  without  par  value  the  entries 
should  ro3ect  the  amounts  on  the  hooks  In  respect  thereof  at  the  close  of  the  preceding  taxable  period. 

E5.  This  item  should  include  paid-in  surplus  as  shown  by  bocks  at  the  end  of  the  preceding  taxable  period. 
If  any  amount  is  claimed  under  Section  32C(aj  (2)  of  the  Ret  enuc  Art  of  1918  or  under  Article  837  of  Regulations 
*5,  the  amount  claimed  should  be  entered  under  Item  1,  Schedule  V.  and  not  In  this  schedule. 

E7.  Reserves  which  represent  allocations  of  surplus  and  were  not  accumulated  through  deductions  made 
in  computing  net  income  as  returned  in  previous  years  may.  If  properly  explained,  be  entered  as  Item  7.  Such 
entries  should  oe  identified  and  i  f  necessary  reconciled  with  balance-sheet  reserves. 

ElO.  If  the  corporation  had  on  hand  at  any  time  during  the  taxable  period  any  treasuiy  stock,  copies  of  tba 
Journal  entries  covering  the  original  issuance,  repossession  and  any  subsequent  adjustments  should  be  furnished. 
Treasury  stock  Includes  all  stock  reacquired  by  the  corporation  and  not  canceled,  regmrdleas  of  the  reason  for  the 
acquisition. 

Item-  \  mount. 


Capital  stock  paid  up  and  actually  outstanding  at  the  cfoce  of  the  preceding  year: 
1.  First  preferred..!— .. _ _ _ — _ — - 


w600, 000*00 


.000*00 


Surplus  and  undivided  profits: 
5.  Paid-in  surplus _ 


F.amed  surplus  and  undivided  profits...... _ ..... _ _ _ 

7.  Reserves,  additions  to  which  are  riot  deductible  in  computing  net  income 
(to  bo  reconciled  with  balance-sheet  items) _ ...... _ ... _ 


8.  Others  Items  (to  be  detailed) _ _ _ — . - . - . . 

9.  Total  or  Itus  4, 5,  f,  7,  a  to  * _ _ _ S—  *,>35.fc«-TO 

10.  Deduction  on  account  of  treasury  stock _ _ _ _ _ .... . . . . . . 

11.  Fapital  and  surplns  at  hedmunc  of  taxable  pcrio<!  a*  shown  J . . . . 


SCHEDULE  F.— ADJUSTMENTS  BY  WAY  OF  ADDITIONS. 

FI.  If  as  addition  to  invested  capital  is  claimed  in  Item  1,  Schedule  F,  submit  a  statement  showing 
)  the  kind  of  property,  (4)  the  year  in  which  it  was  paid  In,  (e)  from  whom  acquired,  explaining  his relatioo- 
o&ip  to  the  corporation,  (<f)  the  actual  cash  value  of  such  property  at  the  date  when  paid  in,  (r)  the  par  value  of 
stock  or  shares  issued  therefor  and  the  amount  at  which  such  property  was  entered  in  the  accounts,  (/)  the  basis 
upon  which  the  actual  cash  value  of  the  property  was  determined  and  the  date  when  such  determination  was 
made,  and the  amount  of  depreciation  sustained  on  such  property  from  the  date  of  acquisition  to  the  beginning 
of  the  taxable  period. 

Ft.  If  an  addition  to  Invested  capital  is  claimed  in  Item  2,  Schedule  v,  submit  a  statement  showing 
(a)  the  kind  of  property,  (4)  the  year  in  woich  it  was  acquired,  (c)  Its  cost,  (i)  the  amount  of  depredation  sus¬ 
tained  on  such  property  from  the  date  of  acquisition  to  the  beginning  of  the  taxable  period.  State  also  whether 
each  item  sought  to  be  restored  was  actually  used  or  usable  at  the  beginning  of  the  taxable  period.  Were  these 

expenditures,  when  made,  written  of!  in  Ueu  of  depreciation? _  XX  so,  explain  what  adjustments 

have  been  made  to  provide  for  depreciation  in  view  of  the  proposed  restoration  to  surplus.  Additions  in  this 
Item  are  cumulative  to  the  beginning  of  the  taxable  period.  For  all  additions  hereunder  provision  most  he 
mado  for  depreciation  to  the  beginning  of  the  taxable  period. 

F3.  If  any  addition  to  invested  capital  Is  claimed  in  Item  3,  Schedule  P,  state  specifically  the  amount  of 
depreciation  written  off  each  year  In  the  books  of  the  company  and  the  amount  allowed  as  a  deduoUon  in  com¬ 
puting  net  income.  Additions  to  this  Item  are  cumulative  to  the  beginning  of  the  taxabfoiperiod. 


1.  Actual  cash  value  of  tangible  property  dearly  and  suhstai 

Sr  value  of  stock  Issued  therefor  or  of  the  cash  or  other  < 
erefor  (Articles  830  and  837) _ _ 


In  excess  of 
ration  paid 


>  surplus  i 

Depreciation  or  depletion  charged  in  the  accounts  of  the  corporation  but 
disallowed  by  the  Department  as  a  deduction  on  Income  tax  returns _ 


. «- . 


SCHEDULE  C.— ADJUSTMENTS  BY  WAY  OF  DEDUCTIONS. 

Gl .  Is  any  patent,  copyright,  secret  prooees,  or  formula,  good  will,  trade-mark,  trade  brand,  franchise,  or 

other  similar  intangible  property,  paid  In  for  stock,  carried  as  an  asset  by  the  corporation?.. _ _ If 

not  entered  specftleally  os  such.  Is  the  Intangible  value  merged  under  any  other  title  or  titles  on  the  hooks  or 

balance  sheets  submitted  with  this  return? _ Is  It  entered  on  the  hooks  at  a  value  In  excess  of  Its 

actual  cash  value  when  paid  in? _  In  excess  of  the  per  value  of  the  stock  Issued  therefor? _ 

Is  ti>e  aggregate  of  such  assets  acquired  prior  to  March  3, 1917,  entered  on  the  books  at  a  value  In  excess  of  25  per¬ 
cent  of  the  par  value  of  the  stock  outstanding  on  March  3, 1917? _ _ _ _  Is  the  aggregate  of  such  assets 

entered  on  the  books  at  a  value  In  excess  of  25  per  cent  of  the  par  value  of  the  stock  outstanding  at  the  beginning 
of  the  taxable  period? - 

If  the  afiswer  to  any  of  the  loregoing  questions  is  “  yes, '  ’  submit  a  statement  showing  separately  with  respect 
to  such  assets  acquired  (1)  before  March  3, 1917,  and  (2)  an  or  after  that  date,  (a)  date  of  acquisition;  (4)  cash 
value  at  that  date,  with  a  complete  explanation  of  the  basis  upon  which  such  cash  value  eras  determined; 
fc)  par  value  of  the  stock  Issued  therefor;  (<f)  par  value  of  total  stock  outstanding  March  3, 1917;  (r)  par  valoe 
of  tota'  stock  outstanding  at  the  beginning  of  the  taxable  period;  (J)  the  value  at  which  such  assets  are  entered 
on  the  books  of  the  corporation. 

If  all  the  intangibles  were  acquired  before  March  3, 1917,  the  amount  by  which  (/)  exceeds  (4),  (e),  25  per 
cent  of  (<f) ,  or  23  per  cent  of  (e),  whichever  is  lowest,  must  be  entered  as  Item  l ,  Schedule  C.  for  the  uxebie  pet  iod. 

If  the  intangibles  wore  acquired  on  or  after  March  3, 1917,  the  amount  by  which  the  entry  in  (/)  relating  to 
such  Intangibles  exceeds  (4)  or  (c)  relating  thereto,  or  25  per  cent  of  (<),  whichever  is  lowest,  must  he  included 
in  Item  1 ,  Schedule  0,  for  the  taxable  period:  Pricidri,  That  If  Intangibles  were  acquired  before  March  S.  1917, 
and  also  on  or  after  that  date,  deduction  shall  be  made  so  that  the  gpioant  included  in  invested  capital  for  the 
aggregate  of  intangibles  shall  not  exceed  25  per  cent  of  the  par  value  ofthe  total  stock  outstanding  at  the  beginning 
of  the  taxable  period. 

% 

Not*.— If  the  stock  of  the  corporation  was  issued  at  a  nornlm."  v.  uie  or  without  par  value,  for  the  purpose 
of  the  computation  under  Item  1 ,  the  per  value  shall  he  deemed  to  he  the  fair  market  value  as  of  the  date  or  dates 
of  issue.  The  aggregate  value  so  determined  of  stock  outstanding  <m  March  3, 1917,  or  at  the  beginning  of  the 
taxable  perio.  ihall  he  the  basis  for  the  computation. 


OZ.  Is  any  tangible  property,  paid  in  lot  stock,  carried  as  an  asset  by  the  corporation? _ HO- _ 

J!  so,  is  it  entered  on  the  books  at  a  value  in  excess  of  its  actual  catfl  value  when  received? _ In 

excess  of  tho  par  value  of  the  stock  paid  therefor? _ 

If  the  answer  to  either  of  the  last  two  questions  !r  "yes,"  submit  a  statement  showing  (e)  Mnd  of  property, 
(4)  when  acquired,  (e)  par  value  of  the  stock  paid  therefor,  (<f)  actual  cash  value  of  the  property  when  paid  in, 
(«)  the  basis  on  which  that  value  was  determined,  CO  value  at  which  tho  p.-'ps.'ty  is  entered  on  the  corporation's 
hooks,  and  (g)  amount  by  which  such  value  exceeds  the  aBov  „  >vah»-  under  Section  328(a)  (2)  of  the  Revenue 
Act  of  1918.  Enter  this  amount  oi  Item  2,  Schedule  G,  lor  tho  taxable  ,<r.ou. 


G3.  Was  the  business  reL.corporated.  reorganised,  or  consolidated  or  was  Its  ownership  chanced  or  was  there 
a  change  in  ownership  of  property  alter  March  3, 1917? _ JtOl _  If  so,  answer  the  following  questions: 

(a)  Did  an  interest  of  50  per  cent  or  more  in  the  business  orln  the  property  viucb  changed  ownership  remain 
in  the  control  of  the  same  persons,  corporations,  associations,  or  partnersnips,  or  of  any  of  them? _ _ _ _ 

(4)  Were  any  of  the  assets  entered  on  the  hooks  of  the  corporation  Tn«iring  thu  return  at  a  higher  value 
on  the  book*  of  its  predecessor?  _ _ _ _ 

(c)  If  such  previous  owner  was  not  a  corporation,  attach  a  statement  showing  (1)  the  cost  or  acquisition  to 
the  previous  owner  of  any  asset  so  transferred  or  received,  (2)  expenditures  subsequent  to  that  date  for  betterment 
or  development  not  deducted  as  expense  or  otherwise  since  March  1, 1913,  by  sod)  previous  owner,  (3)  the  allow¬ 
ance  for  depreciation,  depletion,  or  impairment  since  the  date  of  acquisition  by  such  previous  owner. 

(<f)  If  all,  or  substantially  all,  of  tho  property  was  acquired  from  a  corporation  during  the  taxable  period, 
attach  hereto  balance  sheets  of  such  predecessor  corporations  as  at  the  beginning  of  the  taxable  period  and  as  at  the 
date  Immediately  prior  to  the  tranrfor  of  the  property  to  the  corporation  making  the  return,  and  also  a  balance 
sheet  or  statement  of  the  corporation  making  this  return  showing  the  values  at  which  such  p-operty  received 
or  transferred  were  entered  on  the  hocks. 

For  the  purpose  of  determining  invested  capital  cadi  asset  so  transferred  «b*n  act  be  allowed  a  greeter  value 
than  would  havo  been  allowed  to  tbo  previous  owner.  If  a  corporation;  or.  If  not  a  corporation,  at  Its  cost  to 
such  previous  owner,  with  proper  adjustments  for  losses  and  Improvements. 


C  l.  Is  any  property  (including  physical  property,  securities,  and  intangible  property)  paid  for  with  cash 
or  with  other  tangible  property  entered  on  the  books  of  the  corporation  at  a  va'ue  In  excess  ofthe  amount  of  cash 

paid  therefor  or  the  actual  cash  value  of  the  tangib.e  property  paid  therefor?  _ _ _ _  If  so,  submit  a 

statement  showing  (a)  kind  of  property,  (4)  amount  of  cn*h  paid  therefor,  (c)  actual  cash  value  of  other  tangible 
property  paid  therefor,  (rf)  how  that  valuo  was  dct>  mined,  (')  vain*  at  which  the  property  is  entered  on  the 
books  of  the  corporation,  and  (/)  excess  of  (<)  over  (81  or  (c).  Thlsexcess  must  be  entered  as  Item  4,  Schedule  G, 
for  the  taxable  period. 

GS.  lias  adequate  provision  been  made  In  the  accounts  of  the  oampany  for  (a)  foams  of  every 

kind?  — Sfmm - •  W  depreciation?  — m__ - -  (e)  obaolescence? _ . _ _ _ ,  (<f)  depletion  of 

mineral  d;$SlFs,  Umber  supplier,  and  theliki^T-K— — _ _ 

If  adequate  charge  has  not  been  made  for  depredation,  depletion,  obsolescence,  and  other  losses,  and  the 
value  of  the  property  has  not  been  maintained  by  replacements  that  have  been  charged  to  expanse,  proper 
additional  charges  therefor  must  he  computed  for  ail  yean  in  which  they  wan  not  made  on  tbo  books,  the 
total  amount  of  such  charges  must  be  entered  as  Item  5,  Schedule  G. 

GO.  Did  the  corporation  ever  receive  a  stock  dividend  on  stock  owned  in  another  corporation? _ _ 

If  the  answer  Is  "yes,"  state  in  detail  for  each  stock  dividend  received,  (a)  date  received,  (4)  from  whom 
received,  (e)  number  of  shares  received,  (<f)  par  value  of  shares  received,  (r)  value  at  which  entered  on  its 
books  of  account,  (/)  whether  or  not  surplus  was  inrreosed  by  this  value.  If  answer  is  "yes,"  enter  the  amount 
by  which  surplus  was  increased  as  Item  0,  Schedule  G.  II  answer  is  "no,"  state  the  aocoont  ,'n  which  it  was 
Included,  (?)  date  of  sale  of  any  of  the  shares  of  stock  received  os  a  stock  dividend,  (*)  number  of  shares  sold, 
(0  amount  received  therefor. 

None.— If  answers  to  the  foregoing  questions  indicate  that  stock  dividends  reootved  at  any  Hm*  iiay*  boon 
treated  as  an  increase  of  surplus,  and  such  increase  is  reflected  in  the  computation  of  Invested  Capital  in 
returns  for  any  or  oil  of  the  taxable  periods  1917, 1918,  and  1919,  amended  returns  should  be  filed  for  such  tax¬ 
able  period  or  periods  ta  which  this  error  occurred. 


Item. 

Amount. 

1.  Valuation  of  patents,  oopyrichts,  secret  processes,  or  formula-,  good  will, 
trade-marks,  trade  brands,  franchises,  or  other  Intangible  property . 

2.  Valuation  of  tangible  property  paid  In  for  stock . . 

1 

<•  Valuation  of  assets  acquired  in  rcorganlrations . . . . 

i 

5.  Depravation,  depletion,  and  other  losses.... . . . 

TOSS' . 

C.  Stock  dividend  on  stock  held  In  another  corporation  _ 

• 

7.  Total  Dxnrrnox . 

SCHEDULE  H.— CHANCES  IN  INVESTED  CAPITAL  DURING  TAXABLE  PERIOD. 

1.  Changes  In  Invested  capital  during  the  taxable  period  ordinarily  arise  In  one  or  more  of  the  following 
ways: 

Additions— 

(a)  By  sale  of  capital  s'otk  for  cash  or  by  tbo  Issue  of  capital  stock  for  tangible  or  other  asset'. 

(4)  By  payment  of  assessments  by  stockholders  or  by  creation  of  peld-in  surplus  by  contribution  of 
stockholders. 

Deductions— 

fc)  By  liquidation  of  part  of  the  capital  by  retirement  of  stock  or  by  purchase  of  treasury  stock  not 
out  of  current  earnings. 

(d )  By  payment  of  cash  dividends  out  of  earnings  of  prior  years. 

(e)  By  payment  of  Federal  lr-omc  and  profits  taxes  for  previous  years. 

The  changes  with  respect  to  taxes  will  occur  in  nearly  every  case.  Should  no  changes  be  noted,  the  reason 
for  the  omission  should  be  stated. 

2.  The  following  instructions  should  be  followed" in  making  the'abtfve  adjustments;  «*ch  item  should  be 
designated  as  an  addition  eg  deduction,  deduction  being  designated  by  red  ink: 

(a)  If  stock  Is  issued  for  cash,  the  actual  cash  received  (but  not  the  amount  of  discount)  should  be  entered 
to  this  schedule.  Assets  (other  than  cash)  paid  in  for  stock  must  be  valued  in  accordance  wtt2u6ecttoag(nra)  (2) 
of  the  Revenue  Act  of  1918. 

fe)  if  Capital  stock  of  the  corporation  U  reacquired  but  not  paid  for  out  of  current  profits,  the  coat  of  such 
stock  should  bo  deducted  from  invested  capital.  < 

(4)  Report  dividends  paid  out  of  profits  of  prior  yean  hot  hot  dividends  paid  out  of  profits  of  the  taxable 
period.  Any  distribution  made  during  the  first  60  days  or  the  taxable  penod  shall  he  deemed  to  have  been  made 
from  earnings  or  profits  accumulated  during  the  preceding  taxable  period;  but  any  distribution  made  during  the 
remainder  of  the  taxable  period  shall  be  deemed  to  have  been  made  Bum  the  profits  for  that  period  to  the  extent 
that  such  profits  are  sufficient.  (See  Articles  857  and  1549,  Regulations  45.) 

(<)  The  amount  of  Federal  Income  and  profits  taxes  payable  should  he  prorated  and  deducted  as  of  the 
dates  when  due  and  payable  whether  reserves  have  been  set  up  on  the  hooks  or  not.  (See  Article  845.) 

The  avenge  adjusted  deduction  to  he  entered  in  column  7  equals  total  Income  and  profits  tax  multiplied 
by  0.4214.  * 

3.  The  data  called  for  In  columns  1  to  5  should  be  given  for  ail  transactions,  except  that  columns  3  a^d  4 
are  applicable  only  to  the  Issue  or  rcacqulsltlon  of  the  corporation’s  stock. 

4.  In  oolumn  fi  enter  the  number  of  days  remaining  in  the  taxable  period  (including  the  date  of  change). 

3.  The  net  changes  not  reported  in  Schedule  L,  if  not  in  accordance  with  the  increases  or  decrease*  reflected 

to  the  balance  sheets,  should  be  fully  reconciled  therewith. 


1.  Nature  of  additions 
and  deductions. 


Jfedo- 

n 


2. 

Date. 

3.  Number 
of shares 
sold  or  re¬ 
acquired. 

4.  If  for 
cash, state 
price  per 
share. 

fca&aj 

a.. . 

L- 

n 

_ 

A _ 

1 

,  _ 

raffifo  mt 

4besl1P 

iWinn  tk 

I _ 

or  cash  valuo 
eternity  receivec 
or  paid  out. 


6. 

Number 
of  days 
effective. 


X  Adjusted  average. 
f  Qpi*»*  sXOefcp—  0\ 

v  re  finr-  ii  anHt  / 


8 _ : _ ! - 1 - ! - 1 - ]■ - — 

9.  Nrr  PrcxiAsx  ox  Decor  abi - ! . . . . » — <9*^ 

SCHEDULE  J. — INADMISSIBLE  ASSETS. 

Hus  the  corporation  any  Inadmissible  assets  (1.  a.,  stocks,  bonds,  and  other  othgailons,  except  obligations 
of  the-  United  States,  the  income  from  which  is  not  taxable)? - 

If  so,  attach  hereto  a  statement  showing  for  the  taxable  period  the  facts  called  for  In  items  («)  to  (J)  of  this 
schedule. 

If  the  income  from  such  assets  consists  In  part  of  gain  or  profit  from  the  sale  or  other  disposition  thereof,  or 
if  aC  or  part  of  the  inSarort  derived  from  aneh  asset*  is  In  effret  included  in  the  net  income  because  of  the  limitation 
on  tho  deduction  of  Interest  under  Section  234(a)  (2)  of  the  Revenue  Act  of  1918,  then  a  corresponding  part  of 
the  capital  Invested  in  such  assets  Is  deemed  an  admissible  asset.  In  inch  case  sat  forth  in  detail— 

(*1  the  various  kinds  of  income  derived  from  such  assets  and  the  computation  of  the  part  of  the  capital 
Invested  therein  which  is  deemed  an  admissible  asset.  . 

For  the  purpose  of  this  schedule  Inadmissible  assets  shall  be  valued  at  coat  of  acquisition,  exoept  that  if  lha 
corporation  is  a  dealer  in  secUri ties  and  inventories  such  acsetslnaocordaoce  with  Article 1585,  Regulations  45,  such 
Inventory  figure  shall  constitute  the  measure  of  value.  Admissible  assets  shall  he  valued  as  provided  In  Sections 
32G,  310,  and  331  of  the  Revenue  Act  of  1918  and  Articles  SSI-809. 931-934,  and  941  of.Regnlatlons  45.  The  avenge 
amount  of  assets  of  each  held  dunng  any  year  may  ordinarily  be  determined  by  dividing  by  2  the  sum  of 

the  amount  of  such  assets  held  at  tho  beginning  ofthe  taxablo  penod  and  the  amount  held  at  the  end  of  the  taxable 
period.  In  such  case  the  amount  of  admissible  assets  may  best  be  determined  from  (1 )  the  balance  sheet  as  at  the 
boning  of  the  period  odjtirted  with  respect  to  the  items  in  Schedules  F  and  O  and  (2)  the  balance  sheet  as  at 
the  end  of  the  penod  corrcspcjdmgly  adjastod.  But  If  at  any  time  during  the  taxable  period  a  substantial  change 
has  taken  place  in  tho  amount  of  such  assets,  the  average  amount  mure  he  determined  as  provided  in  Article 
852  of  Regulations  45.  In  such  case  show  in  detail — 

(4)  The  computation  of  such  amount; 

(r )  Amount  of  Inadmissible  assets  held  at  beginning  of  the  taxable  period: 

(<f)  Amount  of  iuadmtodhlc  assets  held  at  end  of  taxable  period ; 

(e)  Average  amount  of  Inadmissible  assets  held  during  taxable  period; 

(J)  Amount  or  admissible  assets  held  at  beginning  of  taxable  period; 

(j)  Amount  of  admissible  assets  held  at  the  end  of  taxable  period: 

(A)  Average  amount  of  admissible  assets  held  during  taxable  period, 

(0  Sum  of  (<)  plus  (A); 

(J)  Percentage  which  («)  Is  of  (0-  ; 

This  percentage  (J)  should  be  applied  to  the  amount  appearing  oo  lino  7,  Schedule  B,  tn  order  to  obtain  the 
deduction  <fn  account  of  inadmissible  assets,  which  should  be  entered  on  lint  8,  Schedule  B.  3— torn 
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SCHEDULE  L.— RECONCILIATION  OF  NET  INCOME  AND  ANALYSIS  OF  CHANGES  IN  SURPLUS. 


tiOSJJiO?.- 


71~ 


;  X.*f  income  Irom  Schedule  A.  Item  27 . . — — . - . ; 

2.  Nontftxable Income:  ,  ,  ...  . 

va)  Interest  on  obligations  of  the  United  States  and  its  possession* 

wholly  exempt - - - — - - - — ------- v— 

(b)  Interest  on  obligation*  of  States.  Territories,  and  political  sub- 

dlvldon*  therrof  . . . — - — — - — . 1 

(e)  Interest  on  Farm  Loan  Bonds  issued  under  Federal  Farm  Loan  i 

Act  ... a.,  I  .WTtTtttirTTTtl T -rrl - » 

(i)  Dividends  on  "stock  of  domestic  corporations  and  from  foreign 
corporations  taxable  by  the  tinted  States  on  their  net 

Incomes  - — - - - - — — - 

(e)  Dividends  on  stock  ofpersonul  sendee  corporations  out  ot  earn-  [ 

l  ngs  upon  which  a  Federal  lncomo  tax  has  been  imposed . i_ - —  ... - ! 

(  n  Profits  which  are  derived  from  the  sale  of  vessels  and  which  are  ' 

exempt  under  Section  23  of  the  Merchant  Marine  Act  Of  1S20...I — - - — — , 

(g)  Other  Items  of  nontax  able  lncomo  (to  be  detailed): 

_ _ j - ! - - 

. . bQZ..-.Zrjk....X&-. 


.. 


12. 


(3) - 


3 .  Charges  against  reserves  for  bad  debts,  contingencies,  etc.  (to  be  detailed): 


(а)  - 

(б)  - 

(e) - 


- L 


Unallowable  deductions: 

(а)  Donations,  gratuities,  and  contributions _ _ _ _ 

(б)  Income  and  profit',  tuxes  paid  to  the  United  States,  its  pos¬ 

sessions,  or  foreign  rountiies _ _ _ 

(c)  Special  Improvement  taxes  n-udlag  to  Increase  the  value  of  the 

property  assessed _ _ _ 

(<f)  State,  county,  and  municipal  taxes  paid  by  banks,  jmd  other 

cor  mirations  based  on  the  value  of  their  capital  stoc*.  - 

(«)  Furniture  and  fixtures,  additions,  or  betterments  treated  as 
expenses  on  the  books . . . . . . 

(/)  Replacement  nnd  lonowals.. . . .... _ _ 

(3)  Insurance  premiums  paid  on  the  life  ot  anv  officer  or  employee 

for  the  bone 0t  of  the  corporation  or  business _ 

(A)  Interest  on  Indebtedness  incurred  or  continued  to  purchase  or 
carry  securities  (other  than  obligations  ol  the  United  States 
Issued  after  September  24. 1917),  the  interest  upon  which  is 

wholly  exempt  from  taxation . . . . . . . . 

(1)  Additions  to  'Inking  fund  reserve,  and  reserves  for  bad  debts 
and  other  contingencies  (to  bo  detailed)* 


X _ 


— 2— 506— 


02- 


2^....:043 — j92— 


4.  Total  of  Items  1  to  3,  lnctolvo  .... - - — 

5.  Total  from  Item  13.. . . — - 

0.  Net  profit  for  vcor  as  shown  by  books,  before  any  adjustments  are 

made  therein  (Item  1  minus  Iiem  4) . . . . . ...... 

7.  Surplus  and  undivided  profits  as  shown  by  balance  sheet  at  close  of 
preceding  taxable  period - - - 


8.  Other  credits  to  surplus  (to  bo  detailed): 

(«) - - 

9.  Total  of  Items  6  to  S,  Inclusive - 


$ ...1.  OU-  26J-  -SJ- 

. lZ8...6i>.oo. 

.... -  is _ iiiiiSSlLS 7- 


J22S.  JafijJoU 


(3) - - 

(J)  Other  unallowable  deductions  (to  be  detailed): 

<i)19l6~Xa$OTc  -Sax  tuttl* 
wiylf . » . *  — 

<3>19lf - * . - jg= 

Total  of  Itoml  12 . . . .  lj 

Dividends  )>alld  during  the  taxable  period  (state  whether  paid  tn  cash,  “ 
stock  of  this  company,  or  other  property): 

(e)  Date  pnid  JtXQQ  -lSp- .  Chttract^*Sfc-6®tftOR*'*j^" 

(A)  Dato  paid .  Character..® _  P*«fw . U 

(C)  Date  paid  D2c*-ia  _ Character • _ COTVOtt—  ^ _ 

(rf)  Date  paid...* _ .11 _  Character. .■ _ Drpf. _ !.... 

hor  debit*  to  surplus  (to  UcTbteilcd):  •*v*  * 


.  ,  376-  01- 

'W“ &" 


l< 


10.  Total  from  Item  16 - - - 

11.  Surplus  and  undivided  profits  as  shown  by  balance  sheet  at  close  of 

taxable  period  (Item  9  minus  Item  10) _ 15 . 


.2X7. 

34jl; 


9X5-28 

OQqJjDO- 


15.  Othor 
<«>- 
»>- 
<e>- 


!  i  ! 

OQO  00- 
r€f  300  00 
p»— jOOG— !©0— 

j _ ; _ _ 


1C.  Total  of  Items  It  and  15  ... 


.1$ - 


217000-00- 


SCHEDULES  SUPPORTING  SCHEDULE  A. 

The  following  schedule?  must  bo  furnished,  and  those  prepared  on  separate  shoots  should  be  firmly  attached  to  this  return.  Enter  name  and  address  of  corporation  on  each  snoot. 


SCHEDULE  A2:  COST  OF  GOODS  SOLD,  EXCLUSIVE  OF  EXPENSES,  REPAIRS.  AlhS* OTHER 
ITEMS  CALLED  FOR  SEPARATELY. 

If  engaged  In  a  trade  or  business  In  which  the  production,  purchase,  or  sale  of  merchandise  of  any  kind 
is  an  Income- producing  factor,  (a)  secure  from  the  Collector  or  Internal  Revenue  and  file  as  a  part  of  this 
mum.  Certificate  cf  Inventory. Form  1126, and  (A)  flUln  the  following  schedule, entoring  on  lines  3  and  A.  immedi¬ 
ately  before  the  amount  column,  the  letter*  “C,”  or  “C  or  M,”  to  indicate  that  inventories  are  valued  at  either 
coat,  or  cost  or  market,  whichever  Is  lower. 

(1)  Merchandise  bought  for  sale - 3 _ 

(2)  Cost  of  manufacturing  or  otherwise  producing  goods.  (Submit  schedule 

showing  principal  Items  of  cost,  the  minor  item*  being  grouped  In  one 

amount) _ _ _  — 


(3)  Plus  Inventory  at  beginning  of  year. 

(4)  Total - - - 


(5)  Less  Inventory  atendofysnr. 

(6)  Cost  of  goods  sold _ 


SCHEDULE  A3:  CROSS  INCOME  FROM  OPERATIONS  OTHER  THAN  TRADING  OR  MANU¬ 
FACTURING. 

Submit  a  schedule  showing  the  nature  and  amount  of  the  principal  Items  Included  herein,  the  minor  Items 
being  grouped  in  one  amount.  (For  Insurance  companies  see  page  2  cf  Instructions,  paragraphs  ?  and  3.) 


If  so,  bow  much? 


SCHEDULE  A4t  TAXABLE  INTEREST  ON  OBLIGATIONS  OF  THE  UNITED  STATES  AND  WAR 
FINANCE  CORPORATION  BONDS. 

If  Interest  was  derived  daring  the  taxable  period  from  Liberty  Ronds  or  other  obligations  of  the  United 
States  Issued  since  September  1, 1917  (except  Victory  Liberty  Loon  31%  Notes),  or  War  Finance  Corporation 
Bonds,  secure  from  the  Collector  and  file  as  a  part  of  this  return  Schedule  of  Taxable  Interest  on  Liberty  Bonds. 
Form  1125. 

State  the  amount  of  Victory  Llb^y  Loan  3}%  and  4J%  Notes  originally  subscribed  for  and  still  owned 

»t  the  date  of  filing  this  return,  3 _ 

State  the  amount  o  fourth  Liberty  Loan  4J%  Bonds  originally  subeCWbad  for  and  still  owned  at  the  date  of 

■"’lng  this  return,  t _ ^ _ _ 

If  this  Is  a  consolidated  return,  file  Form  1125,  and  answer  the  above  Questions  for  each  of  tho  corporations 
composing  the  affiliated  group  wlfich  owned  during  the  taxable  period!  axabie  obligations  of  the  United  States 
and  war  Finance  Corporation  Bonds,  as  each  affiliated  corporation  la  entitled  to  the  exemptions. 

SCHEDULE  Ai:  TAXABLE  INTEREST  FROM  ALL  OTHER  SOURCES. 

Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  Items  Included  herein,  the  minor 
item,  being  grouped  in  one  amount. 

(1)  Have  you  included  In  this  item  any  interest  on  preferred  stock? _ 

* - 

(2)  Have  you  Included  In  this  Item  any  Federal  Income  tax  paid  at  source  In  pursuance  of  tax-free  covenant 

bonds? If  so,  bow  much?  8 _ _ _ 

For  1  Merest  on  foreign  bonds  submit  a  schedule  showing  (e)  name  of  country,  (A)  kind  of  obligations  (whether 
national,  State,  municipal,  or  corporate),  (c)  amount  of  principal,  and  (if)  amount  of  interest. 

SCHEDULE  AS :  DIVIDENDS  ON  STOCK  OF  FOREIGN  CORPORATIONS. 

Submit  •  schedule  showing  (l )  with  respect  to  each  foreign  corporation  taxable  by  the  United  States  CO 
Its  net  Income,  (a)  name  of  corporation,  (A)  country  in  which  organised,  (e)  total  par  value  of  stock  owned,  and 
(■r)  amount'd!  dividends.  (2)  same  information  with  respect  to  each  foreign  corporation  not  taxable  by  the 
United  states  on  its  net  Income. 

SCHEDULE  A10:  GROSS  INCOME  FROM  ALL  OTHER  SOURCES  (not  tar  with 

respect  to  sole  of  cspltsl  assets  or  mlsralUiveoua  Investments). 

Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  Items  Included  herein,  the  minor 
items  being  grouped  in  one  amount.  The  total  of  the  schedule  should  be  entered  as  Item  10,  Schedule  A. 

SCHEDULE  All:  ORDINARY  AND  NECESSARY  EXPENSES  (except  amounts  called  for  separately  la 
Schedule  A). 

Submit  a  statement  showing  character  and  amount  of  the  principal  Items  Included  herein,  the  minor  Items 
being  grouped  In  one  amount.  (For  schedules  to  be  submitted  by  Insurance  com paclee  ae*  page  2  of  Instruc¬ 
tions,  paragraphs  4  to  7.) 

SCHEDULE  A13:  COMPENSATION  OF  OFFICERS. 

Submit  a  schedule  showing  for  each  officer  (1)  name,  (2)  duties,  (3)  time  devoted  to  such  dirties, (4)  shores  nt 
stock  owned  or  controlled:  (a)  preferred,  (A)  common:  (A)  total  compensation  for  the  taxable  period,  end  (6) 
amount  of.  and  reason  for  Increase,  It  any,  over  preceding  period.  . 

Submit  a  schedule  showing  for  each  employee  (if  a  stockholder  of  the  corporation),  whose  compensation 
b  nt  the  rate  of  <3,000  or  more  per  annum,  facts  similar  to  those  called  lor  la  respect  to  officers. 

SCHEDULE  A14:  REPAIRS  (Including  labor,  supplies,  overhead,  and  other  items  properly  chargeable  to 
repairs). 

Submit  a  schedule  showing  the  nature  and  amount  of  the  principal  Items  included  herein,  the  mince  hems 
being  grouped  la  one  amount.  (For  classification  of  repairs  see  page  2  of  Instructions,  paragraph  8.) 

SCHEDULE  A16:  TAXES. 

Submit  a  schedule  showing  separately  for  each  class  of  taxes  deducted,  (#)  character,  and  (A)  amount. 
Federal  income  and  profits  taxes,  taxes  which  area  credit  under  Section  238,  taxes  assessed  against  1~-sl 
benefits  of  a  kind  tending  to  Increase  the  value  of  the  property  assessed,  and  State. county,  and  municipal  tOXSe 
paid  by  banks  and  other  corporations  based  on  the  value  of  their  capital  stock  are  not  allowable  deductions  In 
computing  taxable  income  of  such  corporations.  (See  Article  SM,  Regulations  45,  and  Section  234(a)(3)  Of  the 
Krvcsuc  Act  of  191$. 


SCHEDULE  At?:  DEBTS  ASCERTAINED  TO  BE  WORTHLESS  AND  CHARGED  OFF  W7THXN 
TAXABLE  PERIOD. 

Submit  a  schedule  showing  the  amount  (e)  arising  from  sales,  or  services  previously  reported  as  Income: 
(A)  arising  Irom  other  sources  (interest,  rent,  royalties,  etc.)  previously  re  jsrted  as  income;  (c)  arising  from 
sources  other  than  those  specified  above  (to  beltomUed).  (See  Article  151,  Regulations  45.) 

SCHEDULE  Alt:  FiK H  AUS'XION,  WEAR  AND  TSAR  (Including  obsolescence). 

If  a  deduction  Is  made  on  account  of  depredation,  the  following  schedule  must  be  filled  In.  sad  the  total 
amount  claimed  therein  should  correspond  with  the  figures  reflected  In  the  balance  sheet.  Land  values  must 
not  be  Included  In  this  schedule.  (See  page  2  of  Instructions,  paragraph  10,  and  Article*  161  to  171,  Regu¬ 
lations  48.) 


Kind  of  propsrty. 
(If  buildings,  stare 
tha  material  of 
which  constructed.) 

Date 

acquired. 

1 

**• 

when 

acquired. 

Cost,  or  If 
aoqulrad  prior 
to  Mar.  1.1913,  tbe 
fair  market  value 
on  that  date. 

Probable 
life  after 
acquire¬ 
ment. 

Amount  of  depredation  charged  off. 

This  year. 

Previous  years. 

1 

1 

t  _ _ _ 

8 _  _ 

, 

| 

3a 

ta*dull 

)  MtaiteA 

* 

_1 

"j 

Total. . ' 

8 . 1 . i 

% . 

8 . .  . 

NOT*.— if  obsolescence  u  a  actor  in  determining  your  deduct 
claimed  for  the  taxable  period  and  tbe  basis  on  which  computed. 


SCHEDULE  A19:  DEPLETION. 

If  a  deduction  is  claimed  on  account  of  depletion,  secure  from  the  collector  Form  D  (minerals).  Form  E  (coal). 
Form  F  (miscellaneous  nonmctals),  Form  O  (oil  and  gas),  or  Form  T  (timber),  fill  in  and  file  with  return.  If 
complete  valuation  data  has  been  filed  with  questionnaire  in  previous  yean,  then  file  with  this  return  informa¬ 
tion  necessary  to  bring  vour  depletion  schedule  up  to  date,  setting  forth  In  full  statement  of  all  transactions  bear¬ 
ing  on  deductions  or  n  litions  to  value  of  physical  assets  with  explanation  of  bow  depletion  deduction  for  tax¬ 
able  period  has  been  determined.  In  case  ot  tirnbor  this  should  be  done  by  filling  In  F  orm  T  (timber). 

SCHEDULE  A22:  PROFIT  OR  LOSS  ON  SALES  OF  CAPITAL  ASSETS  AND  MISCELLANEOUS 
INVESTMENTS  (including  liquidating  dividends). 

In  case  of  disposal  of  property,  resulting  In  a  profit  or  loss,  the  following  schedule  must  be  filled  In,  using 
a  separate  line  for  each  asset. 


1 

I.  Kind  of  property. 

2.  Date 
acquired. 

3.  Age 
when 
acquired. 

4.  Cost,  or  if  j  J 

6.  Depreda¬ 
tion. 

7.  Sale  price  or 
liquidating 
dividends. 

1 

I 

f. _  .1 _ _ 

8- . 

8. . 

_ 

Soli 

■4u1  a 

! _  _ 

Total - - 

■■■■■xij.hiii — i - 

! 

i 

i 

i 

• 

1 

1 

* 

1 

a 

i 

i 

1 

< 

j 

1 

» 

| 

J 

S. _ 

8. . 

Net  profit  or  lore  (total  of  columns  6  and  7  minus  total  otoolumns  4  and  5),  $ - 

State  what  amount,  if  any,  included  In  column  4,  represents  good  will  _  3 - 

If  any  of  the  assets  were  acquired  prior  to  March  1,1913,  state  how  the  fair  market  value  on  that  date  was 

d*t^n1CMe  i)  f  exchange  of  "property ~~»u  bmi  t  "grid  ecre~»u  bi tan  elating  the  basis  used  in  arriving  at  the  market 

value  of  property  reorived - - — — - — — 

SCHEDULE  A23:  LOSSES  SUSTAINED  DURING  THE  TAXABLE  PERIOD  AND  NOT  COM¬ 
PENSATED  FOR  BY  INSURANCE  OR  OTHERWISE. 

A  schedule  similar  to  the  one  requested  above  should  be  submitted  with  respect  to  losses  of  property  aris¬ 
ing  from  fires,  storms,  shipwreck.  <jr  other  casualty,  or  from  theft,  and  not  com pensated  for  by  insurance  or 
<^erwL*e7«ceptthat cdSainTshould  show  “Insurance  and  salvage”  instead  of ‘bale  price  or  liquidating 
dividends." 

SCHEDULE  A26:  AMORTIZATION  OF  WAR  FACILITIES. 

The  amount  claimed  as  a  deduction  under  this  Item  should  be  substantiated  bv  schedule  prepared  in  accord¬ 
ance  with  Section  214(a)  9,  Revenue  Act  of  IMS,  Article*  1«  to  188,  Inclusive,  of  Regulations  4i. 

DISCOUNT  AND  PREMIUM  ON  BONDS  SOLD. 

There  must  be  attached  to  the  return  a  schedule  showing  in  detail  each  issue  and  sale  of  bonds  of  the 
reporting  corporation  giving  the  following  information:  (a)  Claes;  (!•)  date  of  sale;  (c)  maturity;  (rf)  sir  Mint  sold, 
(r)  amount  realised:  (n  premium  or  discount  per  annum.  .  .  ... 

That  proportion  of  the  premium  or  discount  applicable  to  the  return  period  must  be  reported  either  as  Item 
10  or  15,  Schedule  A,  page  I,  unless  the  amount  of  premiums  or  discount  has  been  reported  cs  income  or  allowed 
as  a  deduction  in  prior  years.  (See  Article  544,  Reguiat  ions  45.) 


IV  e,  the  undersurnod,  president  and  treasurer  of  the  corporation  for  which  thin  return  is  made,  being  severally  duly  sworn,  each  for  himself  deposes  and  says  that  this  return, 

nd  is,  to  the  best  of  his  knowledge  and  belief,  a  true  and  complete  return  made  m  good  faith,  for  the 


including  the  accompanying  schedules  and  statements,  has  been  examined  by  him  and  _ _ _ _ _ 

taxable  period  as  stated,  pursuant  to  the  Revenue  Act  of  1918  and  the  Regulations  issued  under  authority  thereof 


14th  HinA> 

Sworn  to  and  subscribed  before  me  this _ : _ dav  of _ 


1921. 


Seal  of  officar  ] 
making  affidavit 


(s)  S*rid  L#  Olesoa 


Kotaxy  Pablio 

(Official  capacity.) 


(S)  J«  ItifcltoOQM 

CS) _ 


President. 


Treasurer. 


s— :o47s 


IF  RETURN  IS  FOR 
CALENDAR  YEAR  1920 
FILE  IT  WITH  THE 
COLLECTOR  OF  INTERNAL 
REVENUE  FOR  YOUR 
DISTRICT  ON  OR  BEFORE 
MARCH  15,  1921 

IF  FOR  A  PERIOD  OTHER 
THAN  A  CALENDAR 
YEAR  THE  RETURN 
SHOULD  BE  FILED  ON  OR 
BEFORE  THE  15TH  DAY 
OF  THE  THIRD  MONTH 
FOLLOWING  THE  CLOSE 
OF  SUCH  PERIOD 


Pag©  1  of  Return 

LIHIEH  #10  Form  1120— UNITED  STATES  INTERNAL  REVENUE  SERVICE 

CORPORATION  INCOME  AND  PROFITS  TAX  RETURN 

FOR  CALENDAR  YEAR  1920 

Or  for  >eriod  begun  1, _ ,  19—2&  and  ended  Pag.  3^  f  19  gp 


(DO  NOT  WRITE  IN  THIS  STAGE) 


Examined  by 


Audited  by 


If  the  net  in¬ 
come  inciuda.  (PRINT  PLAINLY  CORPORATION’S  NAME  AND  BUSINESS  ADDRESS) 

■tn  Ibm  HOjOM 
from  OoY«rn- 
mont  con¬ 
tracts.  pro¬ 
coiuctorof  K*ga»llan  Sugar  Co*. 

•ou*  for  your  c/o  Al  QXO30&BT  &  Betid) /111.  Xttde, 

district  Form  «.  _  .  ~w  w 

1120s.  m-cuf  8t«?<goravnld  Bldgo- 

tnd  file  the  n  _  ”  ,  _  Tt  » 

•uwuaput  Hololulus  Hawaii • 

rtf  this  Mfnra. 


and  file  the 
eame  aaa  part 
of  this  return. 


CASH 

CHECK 

I 

M.O. 

CERT. 

eflND. 

FIRST  PAYMENT 


Cashier's  Stamp 


KIND  OF  BUSINESS _  ftjgpy 


IS  THIS  A  CONSOLIDATED  RETURN?. 


SCHEDULE  A— TAXABLE:  NET  INCOME. 

NCOME.  I  I  T  F 


CROSS  INCOME.  i  !  i 

1.  Gross  sales,  less  return*  and  allowances _ _ _ $ _ © _ 13” _ ^l  s3 

2.  Less  cost  of  R&ode  sold,  exclusive  of  expenses,  repairs,  and  other  items  called  for  separately 

below  (from  Schedule  A2)„ - : _ _ l—  397 -—728- QC  S— 

3-  Gross  income  from  operations  other  than  trading  or  manufacturing,  less  allowances  (from  Schedule  A3) _ _ 

4.  Taxable  interest  on  obligations  01  the  United  States  and  War  Financo  Corporation  Bonds  (from  Form  1125,  see  Schedule 

5.  Taxable  interest  from  all  other  sources  (from  Schedule  A5) _ _ _ 

6.  Rentals _ 

7.  Royalties _ 

8.  Share  of  net  income  earned  by  personal  service  corporation  during  its  accounting  period  (whether  received  or  not) _ 

9.  Dividends  on  stock  of  (a)  foreign  corporations  (from  Schedule  A9),  $ _ ;  and  (6)  domestic  corporations, 

except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  1,  1918,  5 _ 3t^3^ .  Total _ 


£  .1*7  12 


L0.  Gross  income  from  all  other  sources  (not  including  any  amount  reported  in  Item  22,  below)  (from  Schedulo  A10) _ 

1.  Total  or  Items  1  to  10 _ _ 

DEDUCTIONS. 

12.  Ordinary  and  necessary  expenses  (except  amounts  reported  in  Item  2  abovo  or  called  for  separately  below)  (from  Schedule 

Al2)  _  _  __  ^  _ _  |  _  ^  » 


SK. _ | _ j-aja-ro 


1 


Ai2) — - : - 3 _ _ JhQ._jv5-  — 

13.  Compensation  of  officers  (including  salaries,  commissions,  and  other  compensation  in  whatever  form  paid)  (from  Schedule  A13) _ .L _ I... 

14.  Repairs  (including  labor,  supplies,  etc.)  (from  Schedulo  A14) _  _ L _ i _ -53.5&_SS 

15.  Interest  (see  page  2  of  Instructions,  paragraph  9) _ J. _ .  _ _ 

16.  Taxes  (from  Schedule  A16) _ JfrJ  &&  .„SQj 

17.  Debts  ascertained  to  be  worthless  and  charged  off  within  the  taxable  period  (from  Schedule  A17) _ I _ I 

28.  Exhaustion,  wear  and  tear  (including  obsolescenco)  (from  Schedule  A18)  . -  - — i— wj»-  » 

19.  Depletion  (from  Schedule  A19) - -  .  _  .  |  _ 

20.  Total  ot  Items  12  to  19 _ _ : _ _ _ It 


21.  Dotexence  Between  Items  11  akb  20... 

22.  Profit  or  loss  on  sales  of  capital  asrets  and  misceli; 

23.  Losses  sustained  during  the  taxable  period  and  1 

(Extend  to  last  column  sum  of  or  difference  b 

24.  Net  income  for  taxable  period  exclusive  of  deduct! 

25.  Dividends  on  stock  of  (a)  foreign  corporations  t 

pc  rations,  except  personal  service  corporations 

26.  Amortization  of  war  facilities  (from  Schedule  A2 


^1.7 _ 

JB... 


012  $6 

Am 


Net  Income  tor  Taxable  Pebxod  (difference  between  Items  24  and  26,  the  latter  as  extended — to  be  entered  as  Item  5,  Schedule  D) _ 

Less  deduction  provided  in  the  first  paragraph,  of  Section  23,  Merchant  Marine  Act  of  1920  (see  page  1  of  Instructions,  paragraph  4) _ L_ 

Net  income  of  a  corporation  owning  ships  engaged  in  foreign  trade  (amount  to  bo  used  only  in  computing  profits  tax  in  Schedule  D) _ i$„ 

SCHEDULE  B— INVESTED  CAPITAL. 


Capital,  surplus,  and  undivided  profits  at  beginning  of  taxable  period  as  shown  by  books  (from.  Schedule  E,  Item  11) _ 

Plus  adjustments  by  way  of  additions  (from  Schedule  F,  Item  4) _ : _ . _ 

Less  adjustments  by  way  of  deductions  (from  Schedule  G,  Item  7) - - - 

Remain'd  ee _ _ 

Hus  or  minus  changes  in  invested  capital  during  taxable  period  (Net  Increase  or  Decrease  from  Schedule  H) _ 

Total  (or  Remainder) _ : - — - - 

Leas  deduction  on  account  of  inadmissible  assets  (from  Schedule  J) —  .  - - - - - - - 

Invested  capital  for  taxable  period.  (If  return  is  for  a  period  lees  than  a  full  year,  see  pago  2  of  Instructions,  paragraph  II). 

SCHEDULE  C— EXCESS  PROFITS  CREDIT. 


AMOUNT. 


jJHlLJa8LJ9 

pcdzaalzS 


Eight  per  cent  of  invested  capital  for  taxablo  period  (Item  9  of  Schedule  B) . . 

Exemption  (33,000)  (except  for  foreign  corporations) _ 

Excess  Profits  Credit  (Item  1  plus  Item  2).  (If  return  is  for  a  period  lew  than  a  full  year,  see  page  2  of  Instructions,  par 

SCHEDULE  D— COMPUTATION  OF  TAXES. 


1.  Brackets. 


27  OK  29,  SCHKDUXX  A)  IN 
Rack  Bracket. 


X  Execs*  Profits  Credit  (Item 
3,  Schedule  C). 

4.  Balance  Surjxct  to  Tax. 

lUra. 

| 

345 

_5S8  -M 

X 

P20%  3 

. 3 

. mM* 

W  a 

6.  Amount  or  Tax. 


1.  Not  income,  not  in  excess  of  20%  of  invested  capital _ $ _ ,  -rp>  .../OP — 2*6 _ JCg  ...232  — is* - J - 2 

2.  Balance  of  net  income _  _ I _ o?3  03.. _ 1 . 1 _ I _ I-—* . OH-Og 

3..  Totals  computed  under  Section  301(b) _ {&.. 

4.  Excess  Profits  Tax,  if  computed  under  Sections  302,  303,  304(c)  or  337  of  tho  Revenue  Act  of  1918  (see  page  2  of  Instructions,  paragraph  14) .. 


_ 3H2.. 

....m 


U52 


Net  income  for  taxablo  period  (Item  27,  Schedule  A) .... 

Lees-  Taxable  Interest  on  obligations  of  i  1  r-1 - 

United  States  and  War  Finance  Cor-  £1  aa  ■» 

poration  Boons  (Item  i,  Schedulo  A)..|$ . . ■ 

Excess  profits  tax  (Item 2  or  4,  column  sia  I  m  r 

6,  Schedule  D)  or _ :_2fc*SLl  _  Xz3  _ 

Excess  profits  and  war  profits  taxes  I 

(Item  16.  Form  11203.  income  from 

Government  iron  tracts)  ..  _ _ _ _ _  _  ! _ _ 

Exemptions,  except  tor  for-lgn  corpora-  j 
tlous,  *2/>r)  unless  return  is  tor  less  I  . 

than  a  year  (sec  nage  2  ot  Instructions,  i  C.\  Uu  J 

pvavaph  11)-.:“ - 1| .  -  -  _ 

Balance  subject  to  income  tax  (Item  5,  less  Items  6, 7,an<5 


AMENDED  RETURNS. 

An  amended  return  must  1»>  plainly  nprlxi  •  Vmcudod  "  across  the  face  of  the  return . 


■ign  corpora- 


ionl,  *2,','")  unless  re'tursTb  formless  I  |  ..j  _  i  _  1 

hanajrmr  Gee page 2 of  Instructions,  j  j  C.  CO )  CO  393 

alance  subject  to  income  tax  (Item5,  less  Items  6, 7,  and  t? 

9,  or  Item  5,  less  Items  6.  8,  an**  _ $ _ j _ 


.3j  hi.  Tax  of  10%  on  Item  10 _ 

12.  Total  tax  (Item  3,  4,  or  8  plus  Item  11) - 

IX  Lem:  Income  and  profits  taxes  paid  to  j  i  j 

foreign  coon  tries  or  possessions  of  the 
United  states.  (See  Sections  23S  and 

240(c)  of  Revenue  Act  of  1918) - $ _ i _ _ 

14.  Income  tax  vithheld  at  the  source  in 
case  ot  a  foreign  corporation  not  on-  | 

4  gaged  in  a  trade  or  basinet*  within  |  _  .  • 


i  gaged  in  a  trade  or  bustoees  within  |  :  .  „  .  • ■  I  _  I 

Xl  1  the  United  Statee,  and  not  having  any  i  l3tt  S4C9T09 

wj T  office  or  place  ot  business  therein - 1 _ C. _ _ _ 1 - - - 1. 

- -  M 

i  15.  Balance  of  tax  (Item  12  minus  Items  13  and  14)  —  .  —  . . ..... 


_  !  3731  E2 

i 


CHECKS  AND  DRAFTS. 

ie  retnrn. _ Checks  and  drafts  will  be  accepted  only  if  payable  at  pa*  at  your  Collector’s 

No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant  , 

Vs  • 

David  He  Blair,  Commissioner  of  Int.  Rev. 


Page  3  of  Return 
QUESTIONS. 


KIND  OF  BUSINESS. 


1.  By  means  of  the  key  letters  given  below,  identify  the  corporation's  main  income- 
producing  activity  nith  one  of  the  general  classes,  and  follow  this  oy  a  special  description 
of  the  business  «■  ifficient  to  give  the  information  called  for  under  each  general  class. 

a  i  •  .t  i  •  _  .1 _ .  • _ ; _ i _ t: _ /? _  l _ * _ .  v. _ _ _ 


quarrying,  inci'totng  gas  ami  oil  wens,  inciuno  me  leasing  oi  sum  property.  cww 
tho  product  or  products.  C. — Manufacturing.  State  the  product  and  also  the  material 
if  not  implied  by  the  name  of  the  product.  D.— Construction — excavations,  buildings, 
bridges,  milnxids.  ships,  etc.,  also  equipping  and  installing  same  with  systems,  devices, 
or  machinery,  without  their  manufacture.  Stato  nature  ot  structures  built,  materials 
used,  or  kind  of  installations.  El. — Tmnsj>ortation — rail,  water,  local,  etc.  State  the 
kind  and  special  product  transported,  if  any.  E2.— Public  utilities — gas  (natural,  coal. 


telephone;  waterworks  or  power.  ’  E3. — Storage — without  trading  or  profit  from  sales — 
(elevators,  warehouses,  stockyards,  etc.)  Stato  product  stored.  E4.— Leasing  transpor¬ 
tation  or  utilities.  State  kind  of  property.  F. — Trading  in  goods  bought  and  not  pro¬ 
duced  by  tho  trading  concern.  State  manner  of  trade,  whether  wholesale,  retail,  or  com¬ 
mission, and  product  handled.  Sales  with  storage  with  profit  primarily  from  sales.  G. — 
Service— domestic,  including  hotels,  restaurants,  etc.:  amu«ements;_  other  professional, 
personal,  or  technical  service.  State  the  sen  ice.  H. — Finance,  including  banking, 
real  estate,  insurance.  I. — Concerns  not  falling  in  above  classes  (a  i  because  of  combining 
several  of  them  with  no  predominant  business,  or  (6)  for  other  reasons. 

2.  Concerns  whose  Easiness  involves  acti\ity  falling  in  two  or  more  of  the  above 
general  classes,  where  th*  same  pnyji.ri  is  concerned,  should  re]>ort  business  as  identified 
with  but  one  of  the  abosy  general  classes:  for  example,  concerns  in  A  or  B  which  also 
transport  and  market  their  own  product  exclusively  or  mainly,  should  still  be  identified 
with  classes  A  or  B;  concerns  in  C  (manufacturing'  which  own  or  control  their  source  of 
material  supply  in  A  or  B  and  which  al-o  transiwt,  sell,  or  install  their  own  product 
exclusively  or  mainly,  mould  l>e  identified  witn  manufacturing:-  concerns  in  7)  may 
control  or  own  source  of  cfcpplv  of  materials  used  exclusively  or  mainlv  In  their  construc¬ 
tive  work:  concerns  in  Ex  or  E2  may  own  or  control  the  source  of  their  material  or  power; 
concerns  in  F  mav  transport  or  store  their  own  merchandise,  but  its  production  would 
identify  them  with  A,  B,  or  C. 

3.  Answers:  . 

(а)  General  class  (u»  key  letter  designation) _ A . . . 

(б)  Main  income-prcducing  business  ''give  specifically  the  information  called  for 

under  each  W  letter,  also  whether  acting  as  principal,  or  as  agent  on  commis¬ 
sion;  state  if  inactive  or  in  liquidation).  . 

Orojrlqg  fugar  o&a*  produo  ing  raw  sugar* . 


OTHER  CONCERNS  IN  SAME  BUSINESS. 

4.  Enter  on  the  following  lines  tho  names  and  addresses  of  five  representative  concerns 
in  your  locality  or  section t>f  the  country  engaged  in  the  same  kind  of  easiness: 

. Jk&jM .  flugRrCo.^  j&gfg&t  toutl,.  t*  B» . 

ftuvalisn  Cas^r  A  Sugar  Co*  Puuaauo.  lkui.  S*  H* 

. Plqp»«r  l&luConp*,  TriUlm. . 9 . • . 

. Maui  A&U&Lynx+l  Qo .  Paid,  Ifcu**..*  ...It* . 

. .  8* . . 


INCORPORATION. 

5.  Date  of  incorporation _ 1 _ 

6.  Under  the  laws  of  what  State  or  country _ 


REORGANIZATION  AifD  ACQUISITION  OF  MIXED  AGGREGATES  OF  ASSETS. 

7.  Has  the  corporatick,  or  avv  of  its  predecessors,  been  reorganized,  or  has  it,  or  any 
of  its  predecessors,  taken  over  a  going  business  or  acquired  a  mixed  aggregate  of  tangible 
and  intangible  property,  und  paid  for  such  property  in  whole  or  in  part  with  stock  or  other 

securities  since  dose  or  the  preceding  taxable  period? _ _ _ _ 

8.  If  so,  furnish  a  brief  narrative  history  of  the  business  and  submit  a  statement 

showing:  *  , 

(a)  The  name  of  the  canc**rn  taken  over  (or  from  which  the  property  was  acquired); 

(b)  Tho  nature  of  the  assets  and  liabilities  so  acquired; 

(c)  The  total  ]«r  value  of  the  stock  issued  thcreior; 

(d\  The  value  at  whirh  each  class  of  assets  was  carried  on  the  books  of  the  concern 
from  which  acquired  (sub.  nit  a  balance  sheet  of  the  pred^-esaor  concern  as  at  the  date  of 
acquisition  or  as  at  the  clo*e  of  its  last  accounting  penod  prior  thereto); 

(e)  The  value  of.  whit*  each  item  was  carried  on  the  books  of  the  corporation  making 
this  return,  and  full  details  of  auv  adjustment*  subsequently  made  pertaining  thereto  and 
the  basis  on  which  such  revaluation  was  made. 

9.  If  patents,  copyrights,  secret  processes  or  formula*,  good  will,  trade-marks,  trade 
brands,  franchises,  or  other  intangible  property  were  acquired,  state  the  basis  on  which 
their  value  was  determined  and  how  they  were  paid  for. 

10.  If  «*„ihe  time  of  any  purchase  or’ reorganization  as  contemplated  in  question  7,  any 
property  t^as  entered  on  ths  books  of  the  reorganized  concern  or  any  vendee  predecessor  at 
a  value  in  excess  of  that  al  which  it  was  carried  on  tho  books  of  the  vendor  concern,  state 
the  bads  on  which  the  rovMuatb'n  was  made. 

AFFILIATIONS  WITH  OTHER  CORPORATIONS  (TO  BE  ANSWERED  BY 

EVERY  CORPORATION). 

11.  Does  the  corporation  own  directly  or  control  through  closely  affiliated  interests  or 
by  a  nominee  or  nominees  over  50  per  cent  of  the  outstanding  voting  capital  stock  cf 

another  corporation  or  of  other  corporations? _ _ „ _ 


12.  Is  over  50  per  cent  of  your  outstanding  voting  capital  stock  owned  by  another  cor¬ 
poration  or  by  two  or  more  corporations  that  are  affiliated?. _ 

13.  Is  over  50  per  cent  of  your  outstanding  voting  capital  stock  as  well  as  over  50  per 
cent  of  the  outstanding  voting  capital  stock  of  another  corporation  or  of  other  corpora¬ 
tions  owned  or  controlled  by  tho  sonic  individual  or  partnership  or  by  tho  same  individuals 

or  partnerships? - 


1  14.  If  the  answer  to  questions  11, 12,  and  13,  or  ...  uiem,  is  “yes,”  answer  the 

following: 

(a)  Did  tho  corporation  file  Affiliated  Corporations  Questionnaire,  Form  819,  for  1917  or 

i 

subsequent  taxable  years?  Answer  “Yes”  or  “No”Bol _ _  If  tho  answer  to  this 

question  is  “yes,”  a  questionnaire  is  not  required,  except  under  the  circumstances 
described  in  question  (o).  If  the  answer  to  this  question  is  “no,”  and  tho  answer  to. 
:  questions  11, 12,  and  13,  or  to  any  of  them,  is  “yes,”  procure  from  the  Collector  of  Internal 
Revenue  for  your  district  Form  819,  which  shall  be  filled  out  and  filed  as  a  part  of  t.hi< 
return.  If  the  answer  to  this  question  is  “no,”  question  (b)  need  not  be  answered. 

'b  t  Did  substantially  the  same  conditions,  as  are  set  out  in  the  questionnaire  filed  for 
1919  or  prior  years,  obtain  during  the  entire  taxable  period  1920?  Answer  “Yes”  or 

“No” . . . ..  If  the  answer  to  this  question  is  “no,”  a  statement,  setting  forth  the 

particulars  in  which  the  situation  has  changed,  should  he  attached  to  and  made  a  part  of 
this  return.  If  th'-re  have  been  substantial  changes  in  stockholdings,  a  complete  schedule 
of  such  changes  should  bo  submitted  in  the  form  prescribed  in  Tables  3  and  6  of  th( 

1  questionnaire.  If  there  are  <*0111  panics  other  than  those  covered  by  the  questionnaire  for 
1919  or  prior  years  which,  applying  the  tests  contained  in  questions  11,  12,  or  13,  mav  have 
‘  come  into  tho  affiliated  group  since  1919,  a  questionnaire,  Form  819,  i3  required  for  the 
entire  group  for  the  taxable  period. 

VALUATION  OF  CAPITAL  STOCK. 

15.  What  was  the  fair  value  of  the  total  eapital  stock  of  tho  corporation  as  determined 
in  the  last  assessment,  if  any,  of  the  capital  stock  tax?  § . . . .  Date  of  that 


assessment . 


PREDECESSOR  EUSINESS. 

16.  Did  the  corporation  file  a  return  under  the  same  name  for  the  preceding  taxable 

period?  Answer  “Yes”  or  “No”  .JtO .  If  not,  was  the  corporation  in  any  way  an 

outgrowth  result,  continuation,  or  reorganization  of  a  business  or  businesses  in  "existence 

during  ihis  or  the  preceding  taxable  period?  Answer  “Yes”  or  “X'o” .  If 

answer  is  “yes,"  give  name  and  address  of  each  predecessor  business. 


BASIS  Or  RETURN. 

17.  Is  this  return  made  on  the  basis  of  actual  receipts  and  disbursements? . 

If  not,  describe  fully  what  other  basis  or  method  was  used  in  computing  net  income 

Crop  !«•*,  Cm&  aferap.  . . 


GOVERNMENT  CONTRACTS. 

18.  Have  any  adjustments  l*?eu  made  during  the  taxable  ]>cri<xl  on  account  0 i  con¬ 
tract  or  contracts’  with  tbo  Government  or  its  agencies  or  in  any  Government  contract  or 
contracts  from  which  tho  corporation  derived  income  directly  "or  indirectly,  through  the 

operations  of  a  claim  board  or  otL  .vise?  Answer  “Yes”  ir  “No”.  .Ife If  so,  state 

the  amounts  involved  $ _ ;  whether  or  not  such  amounts  are  included 

in  this  return _ _ ;  and.  if  net,  was  an  amended  return,  accounting  for 

tho  additional  income,  filed  for  the  taxable  period  in  which  the  contract  was  termi¬ 
nated?. . . .  Submit  a  schedule  showing  full  particulars  ot  the  contract,  date 

entered  into,  date  the  work  ceased  under  said  contract  or  contracts,  and  the  amount  and 
nature  of  the  adjustment. 

AMORTIZATION. 

19.  Has  amortization  been  claimed?  Answer  “Yes”  or  “No”  SB _  „  II  SO, 


state  for  what  vear _ 


.Amount 


PREPARATION  OF  RETURNS. 

20.  Did  the  corporation  employ  anyone  especially  to  prepare  or  ;  in  the  prepara¬ 
tion  of  this  return?  Answer  “Yes”  or  “No”  Jfo . .  If  so,  give  name  and  address 

and  state  to  what  extent  such  assistance  or  advice  was  received . . 

■RXgBBg.A  ^....g^,.f.lrapgUl. agent** . 

LIST  OF  ATTACHED  SCHEDULES. 

Enter  below  a  list  of  all  schedules  accompanying  this  return,  giving  for  each  a  brief 
title  and  the  echcdulo  number. 

. . 

. . .  . frk . IriAxoftt.  on  U.3.  obligation* . . 

. . _A«5 . Interest  fro*  other,  ewree * . . 

A-12  Operating  Zxpeneee 

. Jkl4'~BepaAre . 

. iflS  tmi  . . 

. . . 

1*22.  Lose  on  *alo  of  oepital  aaairte 


Zaednieeiblo  JUeets 
Balance  •heate 


jj-# 


SCHEDULE  K.— BALANCE  SHEETS. 


Attach  hereto  balance  sheets  as  of  the  beginning  and  end  of  the  taxable  period  (preferably  in  parallel  columns'1,  showing  as  nearly  as  practicable  the  details  cubed  for  below.  (These 
balance  sheets  should  be  prepared  from  the  books  and  should  be  in  agreement  therewith,  or  any  differences  should  bo  reconciled,  and  if  this  is  a  consolidated  return,  balance  sheqts  should 


be  furnished  in  accordance  with  paragraph  S  of  page  1  of  Instructions.) 


ASSETS. 

Cm*  ( Including  cash  In  bank  and  on  band  cert  19- 
.  cam  ot  deposit,  etc.). 

Trad*  accounts  (befcr*  deducting  r**«rv«s  tor  louses). 
Mote*  recebsbte  tram  customer*. 

Other  accounts  and  notaa  iscaitsbte  (to  b«  classified ). 
Inventor!**: 

Raw  materials. 

Work  in  proems. 

Finished  products. 

Supplies. 

Investments: 

Bonds— 

V.  S.  bonds  and  obligations  (each  issue  to  1* 
stated  separate!*). 

Exempt  (municipal.  State,  etc.\ 

Other. 


ASSETS— Continued. 

Investments— continued. 

Stock  of  corporations — 

Foreign. 

Dodsetfc. 

Loons  and  advances: 

To  officer*  and  employee*. 

To  others. 

Deterred  charts*  to  tutor*  operation*  (to  bo  detailed). 
Used  evicts: 

Land. 

Dull  dings. 

Machinery. 

Tools  ana  minor  equipment. 


•Reserve* 


Office  farmtnrv. 

Other  (state  character). 

Total. 

for  depreciation  may  be  deducted  from  the  respective 


ASSETS-  Continued. 

Fixed  sssots—  continued. 

Less  reserves  for  depreciation  (show  separately 
amount  applicable  to  each  fixed  asset).* 

Xrr  Valve. 

1'rtonts,  good  srtd.  and  ether  Intangible  assets: 
Paid  for  in  cash  or  other  tangible  property. 
Paid  for  In  stock  (other  than  nock  dividends). 
Created  bj  nock  dlvxaad  or  otherwise. 

Discount: 

On  bonds. 

On  stock. 

Total. 


LIABILITIES. 

Betas  payable: 

To  offloers  and  stockholders. 

To  others  (including  bank  loans). 

Accounts  payable : 

Trade. 

Other. 

Accrued  expenses  and  reserves,  the  charges  creating 
which  are  allowable  deduction*  from  income  (tc 
be  detailed). 

Reserves,  the  charges  creating  which  are  not  allow- 
*  able  deductions  Lorn  income: 

Reserves  for  losses  on  notes  snd  accounts 
rtedvabte. 

Other  reserves  (to  be  detailed). 

Capital  stock  outstanding  (to  be  classified). 

Surplus  and  undivided  profits. 

Total. 


asset  aocopnts  or  itemised  on  the  liability  side  of  the  balnnco  sheet. 


All  corporations  engaged  in  an  interstate  *r>d  intrastate  trade  or  business  and  reporting  to  the  Interstate  Commerce  Commission  and  to  any  national,  State,  municipal,  or  other  public 
officer,  may  submit  in  lieu  of  above  Form  copies  of  their  balance  sheets  prescribed  by  said  Commission  or  State  an»l  municipal  authorities,  as  at  the  beginning  and  end  of  the  taxable  period. 


3CHSgOLS  A  -Z.  if. I  if  9  7  <  j 

HAWAIIAN  SUGAR  CO. 

ISCQMS  FROM  OPERATIONS  OTHSR  THAI*  HA3UyAC?uRIHQ« 


Profits  from  Stores  an d  Sundries  2 >589, 48 

*  •  Shop  Uork  619.56 

■  *  Exchange  621.00 

Charges  I  139.00 

Unclaimed  Payroll  2,278.08 

Total  Schedule  A,  Line  3  6,047.12 


3CH33IU  a-4 

TAXABLS  INTEREST  OH  OBLIGATIONS  OF  U.3„ 

Accrued  Taxable 

Annual  Interest  See  Foai 


Principal  Interest 

on  Sales  Total 

Sxeapt 

1125 

1st 

Liberty  Loan  23,000.00  805.00 

15.65 

830.65 

830.65 

2d 

c 

• 

90,000.00  3825.00 

3S3.13 

4318.13 

1275.00 

2,943.13 

3d 

• 

• 

75,000.00  3187.50 

853.86 

4046.36 

14S7.50 

3558.86 

4th 

• 

• 

55,000.00  2337.50 

435.03 

2773.53 

1375.04 

1497.49 

9th 

• 

« 

_50.t0QO.0Q  A825*Q0 . 

41.67 

1916.67  1916.67 

12030.00 

1744.34 

13774.34 

6774.88 

8999.48 

NO. 5098 
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1 ,  280 

HAWAIIAN  sugar  CO. 

INTEREST  RECEIVED. 


Annual 

Interest 

Accrued 
Tntere8 
on  Sale. 

i  Total 

Interest  on  Agent* a  balances 
HcBryde  Sugar  Co,  Bonds 

775.00 

387.50 

53,429.37 

1,163.50 

Reading  R. R.  Bonds 

300*00 

375.56 

1,175.56 

L.  &  S.  •  * 

600.00 

231.67  831.67 

C.K.8St.?.«  * 

800.00 

375.56 

1,175.56 

C.B.A$.  "  * 

600.00 

183*23 

782.22 

U.  P.  •  • 

300.00 

342.23 

1,042.32 

A.T.43,?.  9  * 

800. CO 

175.56 

975.56 

B.  &  0.  •  • 

S0C,CG 

175.56 

375.56 

I.C.  1  « 

600.00 

81.67 

631.67 

K.8t.P.3.3t.M.  R.R.  Bonds 

800.00 

375.56 

1.175.56 

3«ft  W.  R.R.  Bond# 

600.00 

131.67 

731.67 

A.C.It.  «  * 

400  c  CO 

131.56 

521.56 

5.T.C.  &  H.  H»H«  Bonds 

350.00 

164.31 

314.31 

3.P.  R.R.  Bond# 

300.00 

375.56 

1,175.56 

C.  &  S#3«  R.R.  Bonds 

800.00 

112.73 

912.78 

S.P.  •  0 

500.00 

175.56 

975.56 

w.s.  •  « 

<500.00 

18?c78 

587.78 

B.  A  S.  *  • 

TOST 

81. 67 
4.0C3.97 

681.87 

Totals 

*12,125.00 

Add  Tax  paid  at  coarse 

• 

275.83 

Total  Interest  Schvdjxls 

A 5  5 

$74,834.16 

NOTE:  All  of  the  Ra&iroad  Bonds  with  the 

a 

I 

§ 

of  the  h.St.P 

&  6,  St.  Haris  havs  *  t.&x  frse  covenant  el  cues  and  2#  was 


paid  at  seuro*. 


No. 5098 
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SCBZgJLS  A- 13 
BAS All A3  SUGAR  CO. 


OTQIBABT  A33  BJS893ART  gXPWUMte. 


Clearing 

1,294.92 

3tea 3  Plowing 

23*033.55 

Plowing  find  Harrowing 

2*461.03 

Furrowing 

5,007.07 

Preparing  and  01 toning 

8,539.53 

Cutting  Seed  ; 

3,031.77 

Hauling  Seed 

3,566.72 

Seed'  Cano 

3,566.07 

Planting 

3,413.86 

Replanting 

1,573.33 

Water  Supply 

14,156.98 

Ditch,  Fluae  i 

&  Reservoir  Expense 

9,216.16 

Irrigation 

171,156.17 

Hilling-up 

- 

13,530.83 

Boeing 

69,636.11 

Cutting  Bb ok 

1,309.83 

Stripping 

6,075.30 

Insect  sxtexui  nation 

010.13 

Fertilising 

i 

1 

247,458.19 

Harvesting 

i 

l 

212,833.90 

Mill  Expense 

i 

74*067.87 

Containers 

i 

60*454.90 

Fuel 

i 

1,533.51 

Sanitation  end  Sowpital 

35,834.11 

Canpe  Fuel 

56*531.43 

Legal 

3*193.21 

Insurance 

QAA  Oft 

Surveying 

1*839.56 

Welfare  3ork 

7*359.30 

Accident  COBpnnsation 

2 ,337.47 

Labor  a  Boons 

1,148,125.85 

Strike  Lose 

1 

458,383.36 

Rental  on  Goveraaeat  land 

300,000.00 

$3 ,840  ,965.  aS 


SCHtDOLS  1-14 
REPAIRS 

S teac  Plow  Repilrs 
Mill  '• 

Building  ■ 

Fences  • 

Roads  and  Bridges 

i 

Total 


1,777*53 

40,597.17 

44,780*39 

3,063.64 

4,343*03 

>93,561*65 


No  ,5093 
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agttspgLa  A-ie 

HAS  All  AH  30GAR  00. 
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Property  Taxes 
Territorial  Income  Tax 

*  Conservation  Tax 

Total 


U8 ,061.90 
14,881.46 
14,881.45 

I 

#147,834.80 


Account 


Hate 


Leasehold  Cost  Life  of  Lease 
•  liar.  1,1913  Value  • 
Clearing  Sew  Land  • 

Hanapep©  Ditch  * 

01 ok el e  Ditch  * 

Railroad  • 

Fences  • 

Furniture  5^ 

Steals  Plows  3$ 

Livestock  Inventory 

Kill  3i, 

Rolling  Stock  3-*l/3Jt 

Portable  Track  • 

Flune  Stations  &j> 

Portable  Flumes 
Buildings  3> 

Uharves  4* 

Autos  4  Tractors  Various 

Implements  4  Carts  6-2/3 

Shops  0 


This  Year 
Amount 


1,001.54 

80,091.66 

1,829.94 

7.470.93 
10,861.14 

8.995.42 

569.19 

526.19 
2,430.40 
5,027.50 

34,112.47 

3,919.71 

2,038.95 

1.463.43 
642.23 

10,075.72 

951.11 

4.338.94 
1,134.38 

775.64 


prior  Yrs. 
Amount 

i 

$0  ,977.37 
•647,293.01 
32,505.10 
179,204. 
163 ,096. 
163,634. 
12.885. 
[?;so5. 
44,090. 
91,126. 
467,689. 
43,090. 
32,055. 

| 9,081. 
10,299. 
146,369. 

21 ,649. 
24,713. 
16,613. 
20,217. 


$168,235.58  $2,063,196. 
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SCHEDULE  JL-22 


1+1*9 


Hawaii  as  sugar  Co. 

LQ38  OB  SALE  OF  CAPITAL  ASSETS. 


Profit 

Cost 

Sold 

Loss 

HeBryde  Sugar  Co. 

15,434.00 

15,500.00 

66.00 

City  of  Waterbary 

21,200.85 

17,664.00 

3536.85 

*  *  Roches* er 

21,375.00 

18,856.00 

3519.00 

*  •  Wilmington 

15,808.50 

13,200.00 

2608.50 

•  *  Cleveland 

20,476.08 

17,851.00 

2635.08 

•  •  lew  York 

36,856.25 

22,563.50 

4,293.75 

*  •  Hew  ark 

21,800.00 

18,206.00 

3,594.00 

•  *  Hudson  Co. 

9,969.14 

7,998.75 

1,970.39 

•  •  lew  York 

30,434.38 

17,675.00 

2,759.38 

•  *  Patterson 

26,083.50 

21,410,00 

4,672.50 

•  •  Hew  York 

25,000.00 

30,187.50 

4,812.50 

•  •  Philadelphia 

76,493.75 

62,506.35 

13,987.50 

•  *  Hew  ark 

16,381.28 

14,395.20 

1,886.08 

*  *  Minneapolis 

20,701.50 

16,394.00 

4,407.50 

Reading  Ry. 

19,662.50 

15,682.50 

3,980.00 

L.  A  S.  ■ 

14,893.75 

11,865.00 

3,028.75 

C.H.  &  St.?.  Ry. 

19,825.00 

12  ,970-, 00 

6,855.00 

S.  P.  • 

19,025.00 

14,675.00 

4,350.00 

C.  B.  Sc  " 

14,331.25 

11,491.35 

3,840.00 

u.  ? .  sy • 

19,500.00 

14,632.50 

4,867.50 

Santa  He  Ry. 

19,880.00 

14,870.00 

5,010.00 

B.  a  0.  * 

19,668.75 

13,888.75 

6,780.00 

C.  &  H.W.* 

19,656.25 

14,238.75 

5,417.50 

I.  0.  • 

14,112.50 

10,890.00 

3,222.50 

D.  &  H.  • 

14,805.00 

11,227.50 

3,577.50 

H.?.  • 

19,415.00 

14,771.35 

4,643.75 

k. St. P.d  st.S.Uaria  Ry. 

19,350,00 

15,345.00 

4,005.00 

S.  A  W.  R.R. 

14,506.25 

11,003.50 

3,503.75 

A.  C.  L.  * 

9,612.50 

7,613.50 

2,000.00 

1 \.  S.  •' 

9,026.35 

6,831.35 

2,205.00 

H.Y.C.  A  H.  R.R. 

8,787.50 

6,532.50 

2,255.00 

Liberty  Bonds  1st  Issue 

23,000.00 

20,585.00 

3,415.00 

Liberty  Bonds  2d  * 

9C ,000.00 

74,718.75 

15,231.25 

•  «  3d  « 

75,000.00 

64,301.25 

10,698.75 

«  *  4th  » 

55,000.00 

46,002.50 

8,997.50 

«  «  5th  * 

50,000.00 

47,375.00 

2,525.00 

Sugar  Factors  Ltd. 

177,000.00 

70,800.00 

106,300.00 

Difference  between  cost 

and 

market  value  lx  ar.  1,  1S13,  of 

152?  shares  of  3u^ar  Factors 

stock.  See  statenent  ix 

t ached 

403,647.18 

Ret  Lose 

$672,012.36 

No. 5098 

Kekaha  Sugar  Co.,  Limited, 
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I 

Included  in  deductions  under  Schedule  A  22  is  a  loss 
of  $500,847.18  sustained  througi  the  sale  of  1770  Shares 
of  capital  stock  of  Sugar  Factors  Company,  Ltd.  Of  the  total 
number  of  shares  held  in  this  Company,  1,527  shares  sere  held  prior 
to  March  1,  1913,  and  this  explanation  has  reference  to  the  method 
;  used  in  determining  the  fair  market  value  of  this  stock  as  of  that 
date. 

I 

So  bona  fide  sales  of  this  stock  were  made  prior  to 
March  1,  1913,  or  for  several  years  subsequent  thereto. 

*  The  Sugar  Factors  Company,  Ltd.,  is  an  Hawaiian 

corporation  organised  in  1904  by  a  number  of  sugar  plantations  of 
Hawaii  end  the  principal  object  of  its  formation  was  to  acquire  and 
operate  the  California  &  Hawaiian  Sugar  Refining  Company  of  California 
as  an  outlet  for  the  raw  sugar  produced  by  its  shareholders.  ! 

During  1920,  owing  to  the  abnormal  fluctuations  in  the 


price  of  sugar  and  government  control  of  profits,  the  loswes 


of 


the  refinery  were  so  severe  that  it  practically  was  taken  over  by 
Its  creditors.  Host  of  the  stock  of  Sugar  Factors  Company,  Limited 
which  at  the  time  owned  100$  of  the  California  A  Hawaiian  Sugar  Re¬ 
fining  Company,  was  purchased  from  the  various  plantations  at  an 
appraised  net  value  of  $40.00  per  share.  Our  entire  holdings  in  this 
ooopany  were  sold  at  this  figure. 

The  method  used  in  computing  the  value  of  shares  of 
m  stock  in  Sugar  Factors  Company,  Ltd.,  as  of  March  1,  1913,  follows 
f)  oloesly  the  method  prescribed  In  Internal  Revenue  Bulletin  9-20-764 
A.R.R.  33  and  the  following  exhibits  are  submitted  herewith  showing 
the  details  of  the  computation. 

I 

Exhibit  A.-  Valuation  of  C.  A  H.S.R.Oo.,  March  1,  1913 

on  the  basis  of  its  earnings  averaged  oyer  five 
years  prior  to  1913. 

Exhibit  B.-  Valuation  of  shipping  rights  March  1,  1913 

accruing  to  stockholders  of  Sugar  Factors  Company, 
Ltd. 

i 

Exhibit  0.-  Balance  sheet  of  C.  A  H.S.R.Oo.  as  of  Hqxdh  1,1913. 

Exhibit  D.-  Balance  sheet  of  sugar  Factors  Company,  Ltd., 

March  1,  1913.  | 

In  rurther  explanation  of  Exhibit  B  we  would  say  that 
main  purpose  of  the  formation  of  this  Company  was  to  save  to 
stookholders  the  difference  in  freight  rates  to  Ban  Francisco 
to  the  Atlantic  Coast. 
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SAWAIIAH  SUGAR  gO. 

L098  OB  SALI  OF  CAPITAL  AS3ST3. 


Cost 

9old 

Profit 

Loss 

HcBryde  Sugar  Co. 

15,434.00 

15,500.00 

66.00 

City  of  Waterbary 

21,200.85 

17,664.00 

3536.85 

*  •  HoOhes+er 

21,375.00 

18,856.00 

3519.00 

*  0  Wilmington 

15,808.50 

13,200.00 

2608.50 

•  *  Cleveland 

30,476.08 

17,851.00 

2635.08 

•  *  Hew  York 

36,356.25 

32,563.50 

4,293.75 

*  •  *e»  ark 

21,800.00 

18,206.00 

3,594.00 

•  *  Hudson  Co. 

9,969.14 

7,998.75 

1,970.39 

•  •  lew  York 

30,434.38 

17,675.00 

3.759.38 

*  *  Patterson 

26,082.50 

21.410.00 

4,672.50 

•  •  Hew  York 

25,000.00 

20,187.50 

4,812.50 

•  *  Philadelphia 

76,493.75 

62,506.35 

13,987.50 

•  *  Newark 

16,281.28 

14,395.20 

1,886.08 

■  •  Minneapolis 

20,701.50 

16,294.00 

4,407.50 

Reading  Ry. 

19,662.50 

15,682.50 

3,980.00 

L»  ft  S.  0 

14,893.75 

11,865.00 

3,028.75 

C.K.  4  St.?.  Ry. 

19,825.00 

12 ,970*00 

6,855.00 

S.  P.  • 

19,025.00 

14,675.00 

4,350.00 

c.  b.  &  q.  « 

14,331.25 

11,491.35 

3,840.00 

TJ.  P  •  Ry • 

19,500.00 

14,632.50 

4,867.50 

Santa  Pe  Ry. 

19,880.00 

14,870.00 

5,010.00 

B.  4  0.  * 

19.668.75 

12,888.75 

6,780.00 

C.  4  H.S.* 

19,656.25 

14,238.75 

5,417.50 

I.  C.  • 

14.112.50 

10,890.00 

3,222.50 

D.  4  H.  • 

14,805.00 

11,227.50 

3,577.50 

H.P.  ■ 

19,415.00 

14,771.35 

4,643.75 

k. St. P.4  St.S.Uaria  Ry. 

19,350.00 

15,345.00 

4,005.00 

5.  4  7.  E.R. 

14,506.25 

11, 003.50 

3,503.75 

A.  .  0.  !».  ■ 

9,612.50 

7,613.50 

2,000.00 

I  .  S.  • 

9,026.25 

6,821.35 

2,205.00 

H.Y.C.  4  B.  R.R. 

8,787.50 

6,533.50 

3,255.00 

Liberty  Bonds  1st  Issue 

23,000.00 

20,585.00 

2,415.00 

Liberty  Bonds  2d  4 

90,000.00 

74,718.75 

15,281.25 

•  *  3d  * 

75,000.00 

64,301.35 

10,698.75 

«  <  4th  » 

55 ,000.00 

46,002.50 

8,997.50 

*  0  5th  * 

50,000.00 

47,375.00 

2,625.00 

Sugar  Factors  Ltd. 

177,000.00 

70,800.00 

106,300.00 

Difference  between  cost  end 
market  value  Mar.  1,  1S13,  of 

152?  shares  of  3u~ar  Factors 
stock.  See  statement  attached 

403,647.18 

Bet  Loss 

Kekaha  Sugar  Co 

No. 5098 
. ,  Limited , 

Appe  11a  nt 

$672,012.96 

VS.  ' 

% 

David  H.  Blair, 

Commissioner  of  Int. 

Rev* 

Ift 


SCHEDULE  A-33 


t 


9  C  / 


1^33  OB  sale:  of  stock^f  buoaR.  FjOTPSP  oqiffiWg,  ^3. 

Included  in  deductions  under  Schedule  a  32  is  a  loss 
of  $509,847. 18  sustained  througx  the  sale  of  1770  shares 
of  oapital  a  took  of  Sugar  Factors  Company,  Ltd.  Of  the  total 
number  of  shares  held  in  this  Company,  1,537  shares  were  held  prior 
to  March  1,  1913,  and  this  explanation  has  reference  to  the  method 
used  in  determining  the  fair  market  value  of  this  stock  as  ojf  that 
date, 

So  bona  fide  sales  of  this  stock  were  made  prior  to 
March  1,  1913,  or  for  several  years  subsequent  thereto. 

*  The  Sugar  Factors  Company,  Ltd.,  is  an  Hawaiian 

corporation  organised  in  1904  by  a  number  of  sugar  plantations  of 
Hawaii  end  the  principal  object  of  its  formation  was  to  acquire  and 
operate  the  California  &  Hawaiian  Sugar  Refining  Company  of  California 
as  an  outlet  for  the  raw  sugar  produced  by  its  shareholders.  1 

I 

During  1930,  owing  to  the  abnormal  fluctuations  in  the 
price  of  sugar  and  government  control  of  profits,  the  loswesjof 
the  refinery  were  so  severe  that  it  practically  was  taken  over  by 
its  creditors.  Host  of  the  stock  of  Sugar  Factors  Company,  Limited 
which  at  the  time  owned  100$  of  the  California  &  Hawaiian  Sugar  Re¬ 
fining  Company,  was  purchased  from  the  various  plantations  at  an 
appraised  net  value  of  $40.00  per  share.  Our  entire  holdings  in  this 
company  were  sold  at  this  figure. 

The  method  used  in  computing  the  value  of  shares  of 
^  stock  in  Sugar  Factors  Company,  Ltd.,  as  of  March  1,  1913,  follows 
f)  closely  the  method  prescribed  in  Internal  Revenue  Bulletin  9-30-764 
A.R.R.  33  and  the  following  exhibits  are  submitted  herewith  showing 
the  details  of  the  computation. 

Exhibit  A.-  Valuation  of  C.  A  B.S.R.Oo. ,.  March  1,  1913 

on  the  basis  of  its  earnings  averaged  over  five 
years  prior  to  1913. 

Exhibit  B.-  Valuation  of  shipping  rights  March  1,  1613 

accruing  to  stockholders  of  Sugar  Factors  Company, 
Ltd. 

Exhibit  0.-  Balance  sheet  of  0.  A  H.S.H.Oo.  as  of  March  1,1913. 

Exhibit  XL-  Balance  sheet  of  Sugar  Factors  Company, 'Ltd. , 

March  1,  1913. 

In  rurther  explanation  of  Exhibit  B  we  would  Bay  that 
main  purpose  of  the  formation  of  this  Company  was  to  save  to 
stookholders  the  difference  in  freight  rates  to  San  Francisco 
to  the  Atlantic  Coast. 
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The  capacity  of  the  refinery  has  always  been  lees  than 
the  production  of  its  stockholders ,  therefore,  the  right  to  ship 
raw  sugar  to  the  refinery  has  been  allocated  on  the  basis  of  stock 
holdings  and  this  right  has  been  recognised  as  a  distinct  property 
right  accruing  to  the  stockholders  and  subject  to  purchase  and 
sale  apart  from  the  stock  itself.  Plantations  that  on  aooount  of 
drought  or  other  reasons  did  not  produce  the  tonnage  which  they  were 
entitled  to  ship  to  the  refinery  during  any  year  have  in  numerous 
instances  sold  this  excess  to  other  plantations  at  prices  ranging 
from  $3.50  to  $7.50  per  ton. 

As  the  value  of  the  shipping  right  accrued  equally  to 
all  the  stockholders  of  Sugar  Factors  Company,  Ltd.,  it  is 
treated  as  an  asset  of  that  Company  in  determining  the  loss  of 
the  stockholders  of  the  Company. 

To  show  that  the  value  of  $3,249,807.80,.  placed  on  the 
shipping  rights  as  of  March  1,  1913,  is  very  moderate  the  following 
sohedule  showing  actual  savings  for  the  years  1913  to  1919  is 
presented: 


Tear 

Tonnage  shipped 
to  Refinery 

Saving 
per  Ton 

T»tqi 

1913 

170,634: 

4.07 

694,480.38 

1914 

200,346! 

4.05 

810,988.30 

1915 

249,491| 

4.61 

1,150,153.51 

1916 

245,118! 

4.96 

1,315,785.28 

1917 

280,978 

4.18 

1,090,888.04 

1918 

242,5641 

7.25 

1,758,589.00 

1919 

388,474; 

6.725 

1,939,987.66 

: 

$8,660,878.16 

Figures  are  based  on  the  records  of  Sugar  Factors 
Company,  Ltd. 
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SJHXBX? 


Valuation  of  California  and  Hawaiian  9 
1 ,  1913 ,  on  the  basis  of  earnings  or  ex 


Sugar  Refining  Co.  Mar. 


a  period  of  five  years, 


Value  of  Assets  13/31  1907  3.737,665.07 

•  •  •  •  1908  4,117,724.54 

•  *  «  •  1908  5,188,706.63 

•  •  «  *  1910  5,342,337.66 

•  •  •  •  1911  5,000,410.00 

•  •  •  •  1913  6.400 .865.06 


Average  over  5  years 


4,880,951.49 


Earnings  807,071.39 

•  1,068,983.08 

■  555,631.04 

•  483,073.34 

•  aTfl.4M.Oft 


743,043.38 


8$  on  Assets 

Earnings  attributable  to  good  will 


Capitalised  on  the  basis  of  15$ 


i 

330,473.13 

352,566.33 

#2,350,441.73 


Valuation  of  skipping  rights  as  of  March  1,  1913, 
accruing  to  the  stockholders  of  Sugar  Factors  Co. 

1908  Figures  not  available 

1909  Freight  charges  East  per  ton  13.337 

•  ■  Calif.  •  *  8.191 

value  of  shipping  rights  *  *  “4.146  x  150 ,563  tons  shipped 

634,234.30 


1910  Freight  charges  East  per  ton  13,336 
•  6  Calif.  •  •  8.186 

~4.1Bff  x  150*079 


622,837.85 


1911  Freight  charges  East  per  ton  12.456 
*  •  Calif.  "  «  3.154 

Value  of  Shipping  rigita*  •  '’tJHSS  x  153,113  •  #  658,692.13 


1912  Freight  Charges  East  per  ton  12.338 
-  *  Calif.  «  "  8.171 

Value  of  shipping  rights*  •  4.157  x  165,045 

Average  over  four  years 
Capitalised  on  the  basis  of  30$ 


•  686,093.07 

849,961.53 

3,349,807.80 


rwtor8 
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HAWAIIAN  SUGAR  COMPANY 

VALUATION  OP  SUGAR  FACTORS  CO.  LTD  STOCK  AS  OP  MARCH  1,  1913. 


EXHIBIT  -C. 


California  &  Hawaiian  Sugar  Refining  Co. 
Balance  Sheet  Dec.  31.  1912. 


ASSETS : 


Able  to 

Adjustments  Realize 


Cash 

Accounts  Receivable 
Notes 

Inventory  Supplies 
"  "  Raw  Material 

"  Finished  Goods 
Real  Esta te, Bldgs .  Sr 
Equipment 

Good  will  capital¬ 
ized  15* 


202,760.85 

52,598.68 

991,018.01 

217,013.08 

28,906.80 

2,209,864.70 

2,937,270.29 


$5, $39. 432 .41 


146,102.74 

2,350,441.73 


202,760.85 

52,598.68 

991,018.01 

217,013.08 

28,906.80 

2,355,967.44 

2,937,270.29 

2,350,441.75 

$9,135,976.88 


LIABILITIES : 


Notes  Payable 
Bonds 

Capital  Stock 
Surplus 

Pro  rata  earnings 
to  3/1/13 
50,000  shares  @ 

177.94819 


42,567.35 

196,000.00 

5,000,000.00) 

1,400,865.06) 

) 

i  ) 


42,567.35 

196,000.00 


2,350,441.73) 

) 

146,102.74) 

_ 8.897.409.53 


6,639,432.41  2,496,544.47.  2,496,544.47  9,135,976.88 
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HAWAIIAN  SUGAR  COMPANY  I 

VALUATION  OF  SUGAR  FACTORS  CO.  LTD.  STOCK  AS  OF  MARCH  lj  1913, 


"EXHIBIT  D. 

SUGAR  FACTORS  CO.  LTD 
BALANCE  SHEET  DEC.  31.  1912 . 


ASSETS : 


Adjustments 


Cash  and  Bank  599,357.01 
Refinery  Stock 
44121  shares  3,033,865.85 
Bonds  1,317,872.79 

Office  Fixtures  2,275.87 
Real  Estate  77,207.36 

Good  will  a/c 

Shipping  rights _ 


5,030,578.88 


11,617.92 

4,817,386.24 

33,392.33 

3,249,807.80 


17,734.41 


LIABILITIES: 

Accounts  Payable  19  .95 

Capital  Stock  4,312,600.00) 
Surplus  7 17 , 958. 93) 

Pro  rata  earnings 
to  3/1/13 
Value  of  43,126 

shares  @  304.34  _ 


8,082,851.96 

11,617.92 


Able  to 
realize 

610,974.93 


74851,252.09 
1^300,138.38 
2,275.87 
110,599.69 

3,1249,807.80 


13, 


125,048.76 


4- 


19.95 


13,125.028.81 


5,0&Oi§78.88  8,112,204.29  8,112,204.29  13,125.048.76 
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Amount 


Date  Sold 


City  of  Waterbury 

21,200.85 

Dec 

.28 

It 

ft 

Rochester 

21,375.00 

ft 

28 

f» 

ft 

Wilmington 

15,808.50 

ft 

20 

It 

tt 

Cleveland 

20,476.08 

ft 

28 

n 

ft 

New  York 

26,856.25 

ft 

20 

n 

ft 

Newark 

21,800.0C 

ft 

20 

ft 

it 

Hudson  Co. 

9,969.14 

Tt 

20 

ft 

it 

New  York 

20,434.38 

ft. 

20 

it 

ft 

Patterson 

26,082.50 

ft 

28 

ft 

ft 

New  York 

25,000.00 

ft 

20 

n 

ft 

Philadelphia 

76,493.75 

ft 

20 

n 

ft 

Newark 

16,281.28 

ft 

28 

ft 

IT 

Minneapolis 

20,701.50 

ft 

28 

Dec 

.28-4  days  z 

1,382 

.10 

n 

20  -  12  " 

6.455 

.74  _ 

1 

7,837 

.84 

/vdd.A?ersge 

Kauai  P.  4  L.  Co.  (Constant) 

Kauai  Tel.  Co.  Stock 
Catton,  Neill  &  Co  1 

n  »  "  "purchased  12/9  25,000.00 

Territorial  Bonds  "  10/6  15,681.50 

Average  Inadmissible  Assets 

Admissible  Assets  at  beginning  of  years 

n  "  "  end  "  n 

We  rage  Admissible  Assets 


126,117  .21 
196  ,'362.0? 

322,479.23 
7,837.84 
3 14,641. ‘#9' 

12,500.00 
1,000.00 
14,000.00 
1,575.34 
3,737 .80 

347,454.53 

4,829,479.14 

6,370.197.0? 


Total 

’ercentage  6.20472  of 
amount 

Analysis  of  Stock  in  other  companies  as 
shown  by  Balance  Sheets . 

1919 

Sugar  Faators  Co.  177 ,000.00 

Kauai  Fruit  4  Land  Co.  12,500.00  1 

Catton,  Neill  4  Co.  14,000.00  3 

Kauai  Telephone  Co.  1.000.00 

Hawaiian- Phillippine  Co.(Poreigh  Corp51,402.80  7 

War  Savings  Stamps  _ 


57599,838.08 

5,947,292.61 
4 ,565,7 88-. 9 1 
283,294.29 


1920 

12,500.00 

39,000.00 

1,000.00 

70,090.00 

836.00 


The  investment  in  Sugai,-  Factors  Co.  stock  nas  been  treated  as  an 
Admissible  asset  for  reasons  fully  set  forth  in  brief  fil$d  with 
prior  years  returns,  as  supplemented  by  brief  now  In  the  hands  of 
the  Board  of  Appeal  4  Review. 
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"TFriULE  E-— CAPITAL.  SURPLUS.  AND  UNDIVIDED  PROFITS  AS  SHOWN  BY  BOOKS 
BEFORE  ANY  ADJUSTMENTS  ARE  MADE  THEREIN. 

El .  stock  actually  out-toadlng  at  the  end  of  the  preceding  taxable  period  should  be  entered  In  this  schedule 
•  he  extent  that  it  ispaid  up.  If  stock  or  share*  were  Issued  at  a  nominal  value  or  without  par  value  the  entries 

-.Id  reflect  the  amounts  ou  the  books  In  respect  thereof  at  the  close  of  the  preceding  taxable  period. 

KS.  This  item  should  include  paid-in  surplus  as  shown  by  books  at  the  end  of  the  preceding  taxable  period, 
any  amount  is  claimed  under  Section  32Cf  a)  (?)  of  the  Revenue  Act  of  1918  or  under  Article  837  of  Regulations 
-v  the  amount  claimed  should  he  entered  under  Item  1.  Schedule  F,  and  sot  In  this  schedule. 

E7.  Reserves  which  represent  aUoc-»tljas  of  .surplus  and  were  not  accumulated  through  deductions  made 
in  computing  net  income  as  returned  In  previous  years  may.  If  properly  explained,  be  entered  as  Item  7.  Such 
entries  should  be  identjGcd  and  If  necessary  reconciled  with  balance-sheet  reserves. 

ElO.  If  the  corporation  had  on  hand  at  any  tlmo  during  the  taxable  period  any  treasury  stock,  copies  of  the 
Journal  entries  covering  the  original  Issuance,  repossession  and  any  subsequent  adjustments  should  be  furnished. 
Treasury  stock  includes  all  stock  reacquired  by  the  corporation  and  not  canceled,  regardless  of  the  reason  for  the 
acquisition. 


Capital  stock  paid  up  and  actually  outstanding  at  the  close  of  the  preceding  year 

1.  First  preferred _ * - 

5.  Second  preferred _ — ...  .... — - - - - - - - - 


Surplus  and  undivided  profits: 

3.  Paid-in  surplus - - - 

?..  rained  surplus  and  undivided  profits - 

7.  Reserves,  additions  to  which  are  not  deductible  In  computing  net  Income 
(to  bo  reconciled  with  balance-sheet  Items) - 


5,000,000.00 


.1*20^657^12 


5.  Others  Items  (to  he  detailed)  — SaalX  aoAAapg. . 

9.  Tots t  or  Itxws <,!,(, 7, *x» 8 . ^  tssltifl... 

10.  Deduction  on  account  of  treasury  stock - 


— — «?■  t  — 

M5MS0*1* 


Capital  and  surplus  at  beginning  of  taxable  period  as  shown  by  books  js. 


G4.  Is  any  property  (including  physical  property,  securities,  and  Intangible  property)  paid  for  with  cash 
or  with  other  tangible  property  entered  on  the  hooks  of  the  corporation  at  a  value  in  excess  of  the  amount  of  cash 

paid  there  tor  or  the  actual  each  value  of  the  tangib.0  property  paid  therefor? -  If  so,  submit  a 

statement  showing  (a)  kind  of  property,  (6)  amount  of  cash  paid  therefor,  (?)  actual  cash  value  of  other  tangible 
property  paid  there  tor,  (rf)  how  that  value  was  determined,  (r)  value  at  which  the  property  Is  entered  on  the 
books  of  the  corporation,  and  (J)  excess  of  (s)  over  (6)  or  (c).  This  excess  must  be  entered  as  Item  4,  Schedule  C, 
for  the  taxable  period. 

C.i.  Has  adequate  previrion  been  made  In  the  accounts  of  the  company  for  (a)  losses  of  every 

kind?  —.Jpg _ — ,  (ft)  depreciation? -  -HfeS".  (c)  obsolescence?  _ _ ,  (4)  depletion  of 

mineral  deposits,  timber  supplies, and  the Uicr? - - - - 

If  adequate  charge  has  not  been  made  for  depreciation,  depletion,  obsolescence,  and  other  losses,  and  the 
value  of  the  property  has  not  been  maintained  by  replacements  that  have  been  charged  to  expense,  ; -roper 
additional  charges  therefor  must  be  computed  for  all  yean  in  which  they  were  not  mado  on  the  hooks,  and  tbo 
total  amount  of  such  charges  must  be  entered  as  Item  5,  Schedule  0.  >T 

G6.  Did  the  corporation  over  receive  a  stock  dividend  on  stock  owned  in  another  corporation? _ *12. 

If  the  answer  Is  “yes,”  state  in  detail  for  each  stock  dividend  received,  (a)  da  to  received,  (6)  from  whom 
received,  (c)  number  of  share*  received,  (d)  par  valuo  of  shares  received,  (r)  value  at  which  entered  on  its 
books  of  accoun  t,  (/)  whether  or  not  surplus  was  Increased  by  this  value.  If  answer  Is  “yes,”  enter  the  amount 
by  whfch  surplus  was  Increased  as  Item  A,  Schedule  G.  If  answer  is  “no,”  state  the  account  'n  which  It  was 
Included,  f g)  date  of  salo  of  any  of  the  shares  of  stock  received  as  a  stock  dlvidanu,  (A)  number  of  shares  sold, 
(0  amount  received  therefor. 

Non.— If  answers  to  the  foregoing  questions  Indicate  that  stock  dividends  received  at  any  time  have  bees 
treated  as  an  Increase  of  surplus,  and  such  increase  Is  reflected  in  the  computation  of  Invested  capita]  tn 
returns  for  any  or  all  of  tbo  taxable  periods  1917, 1918,  and  1919,  amended  returns  should  be  filed  for  such  tax¬ 
able  period  or  periods  In  which  this  error  occurred. 

Item.  Amount. 

1.  Valuation  of  patents,  copyrights,  secret  processes,  or  formula-,  good  will,  j  __ 

trade-marks,  trade  brands,  franchises,  or  other  Intangible  property . .  > > _ . . . . 

2.  Valuation  of  tangible  property  paid  in  for  stock _ _ _ I . ..JDL . . . 

8.  Valuation  of  assets  acquired  In  reorganization? — _ _ _ XL _ _ 

4.  Appreciation _  -«* books — . . * - 

5.  Depreciation,  depletion,  and  other  losses _ .......... ...... — - - - - - - - - 

fl.  Stock  dividend  on  stock  held  In  another  corporation . . . . . . . 


Tctat.  Dxnvcnos . . . . . . 8. 


SCHEDULE  F.— ADJUSTMENTS  BY  WAY  OF  ADDITIONS. 

FI.  If  an  addition  io  Invested  capital  la  claimed  In  Item  1,  Schedule  F,  submit  a  statement  showing 
;)  the  kind  of  property,  (6)  the  year  in  which  It  was  paid  In,  (e)  from  whom  acquired,  explaining  his  relation¬ 
ship  to  the  corporation,  (4)  the  actual  cash  value  of  such  property  at  the  date  when  paid  In,  (?)  the  par  value  of 
stock  or  shares  issued  therefor  and  the  amount  at  which  such  property  was  entered  in  the  accounts,  (/)  the  basis 
upon  which  the  actual  cash  value  of  the  property  was  determined  and  the  date  when  such  determination  was 
made,  and  (g)  the  amount  of  depredatio  sustained  cn  such  property  trom  the  date  of  acquisition  to  the  beginning 
of  the  taxable  period. 

F2.  If  an  addition  to  invested  capital  Is  claimed  in  Item  2,  Schedule  v.  submit  a  statement  showing 
(a)  the  kind  of  property,  (ft)  the  year  In  which  it  was  acquired,  (c)  Its  coat,  (rf)  the  amount  of  depreciation  sus¬ 
tained  on  such  property  from  the  date  of  acquisition  to  the  beginning  of  the  taxable  period.  .State  abo  whother 
each  item  sought  to  he  restored  was  actually  used  or  usable  at  the  beginning  of  the  taxable  period.  Were  those 

expenditures,  when  made,  written  oil  In  lieu  of  depreciation? _  If  so,  explain  what  adjustments 

have  been  mado  to  provide  for  depredation  in  view  of  the  proposed  restoration  to  surplus.  Additions  in  this 
item  are  cumulative  to  the  beginning  of  the  taxable  period.  For  all  additions  hereunder  provision  must  1-e 
made  tor  depreciation  to  tho  beginning  of  tbo  taxable  period. 

FX  If  any  addition  to  Invested  capital  Is  claimed  in  Item  3,  Schedule  K.  state  specifically  the  amount  of 
depredation  written  ol?  each  year  In  the  books  of  the  company  and  the  amount  allowed  as  a  deduction  in  com¬ 
puting  set  income.  Additions  to  this  item  are  cumulative  to  the  beginning  of  the  taxable  period. 


Item. 

Amount. 

1.  Actual  cash  value  of  tangible  property  clearly  and  substantially  In  caress  of 
par  value  of  stock  I*«ied  iterator  or  of  the  cash  or  other  consideration  paid 

2.  Addition*  to  surplus  (Articles  840  to  “843) _ _ — . _ _ 

.1.  Depreciation  or  depiction  charged  in  the  accounts  of  the  corporation  but 
disallowed  by  the  Department  as  a  deduction  on  income  tax  returns _ 

Totai... . . . . . . . . . . . 

. . . 

SCHEDULE  C-— ADJUSTMENTS  BY  WAY  OF  DEDUCTIONS. 

G1 .  Is  any  patent,  copyright,  secret  process,  or  formula,  good  will,  trade-mark,  trade  bratuLdreochise,  or 

other  similar  intangible  property,  paid  in  for  stock,  carried  as  an  asset  by  the  corporation? _ EO -  II 

not  entered  specifically  as  such.  Is  the  Intangible  value  merged  under  any  other  title  or  titles  on  the  tooks  or 

balance  sheets  submitted  with  this  return? _ ... _ Is  It  entered  on  the  books  at  a  valuo  in  excess  of  Its 

actual  cash  value  when  paid  in?  _ _ —  In  oxcess  of  the  par  valuo  of  the  stock  Issued  tborefor?  ... - - - 

Is  the  aggregate  of  ssch  assets  scqnlred  paor  to  March  3. 1917,  entered  on  tho  hooks  at  a  value  In  excess  of  23  per 

cent  of  the  par  value  of  the  stock  outstanding  on  March  3, 1917? _ * _ ...  Is  the  aggregate  of  such  assets 

entered  on  the  books  at  a  value  In  excess  of  23  per  cent  of  the  par  value  of  the  stock  outstanding  at  the  beginning  j 
of  the  taxable  period? _ _ _  , 

If  the  answer  to  any  of  the  foregoing  questions  Is  “yes,  ”  submit  a  statement  showing  separately  with  reaped 
to  such  assets  acquired  (1)  before  March  3, 1917,  and  (2)  on  or  after  that  date,  (a)  date  of  acquisition;  (ft)  cash 
value  at  that  date,  with  a  complete  explanation  of  the  basis  upon  which  such  cash  value  was  determined; 
(c)  par  value  of  the  stock  issued  therefor;  (d)  par  value  of  total  stock  outstanding  March  3, 1917;  (?)  par  value 
of  total  stock  outstanding  at  the  beginning  of  the  taxable  period;  (J)  the  value  at  which  such  assets  ere  entered 
on  the  books  of  the  corporation. 

If  all  the  Intangibles  were  acquired  before  March  3, 1917,  the  amount  by  which  (/)  exceeds  (6),  (c),  25  per 
cent  of  (-f),  or  25  per  cent  of  (e),  whichever  is  lowest,  must  be  entered  as  Item  1 ,  Schedule  G.  for  the  taxable  period. 

If  the  intangibles  wore  acquired  on  or  after  March  3, 1917,  the  amount  by  which  the  entry  In  (/)  relating  to 
such  intangibles  exceeds  (ft)  or  (c)  relating  thereto,  or  25  per  cent  of  (<),  whichever  Is  lowest,  must  be  Included 
in  Item  1,  Schedule  G,  tor  the  taxable  period:  Pnridfd,  That  if  intangibles  were  acquired  before  March  3, 1917, 
and  also  on  or  after  that  date,  deduction  shall  be  ^sde  so  that  the  amount  included  in  invested  capital  for  the 
aggregate  of  intangibles  shall  not  exceed  ?3  per  cent  of  the  par  valuo  of  the  total  stock  outstanding  at  the  beginning 
of  the  taxable  period.  I 

Not*.— If  the  stock  of  the  corporation  was  Issued  at  a  nominal  value  or  without  par  value,  for  the  purpose 
of  the  computation  under  Item  1 ,  the  par  value  shall  be  deemed  to  be  tbo  fair  market  value  as  of  the  date  or  dates 
of  issue.  The  aggregate  vahie  so  determined  of  stock  outstanding  on  March  3, 1917,  or  at  tho  beginning  of  the 
taxable  perk*,  shall  bo  the  basis  tor  the  computation. 

G2.  Is  any  tangible  property,  paid  in  for  stock,  carried  as  an  asset  by  the  co-potation? _ TJS.... _ 

If  so,  is  it  entered  on  the  books  at  a  value  In  excess  of  Its  actual  cash  value  when  received? - - -  jn 

excess  of  the  par  value  of  the  stock  paid  therefor? _ 

If  the  answer  to  either  of  the  last  two  questions  is  “yes,  ”  submit  a  statement  showing  (o)  kind  of  property, 
(ft)  when  acquired,  (e)  par  value  of  the  stock  paid  therefor,  (<f)  actual  cash  Talue  of  the  property  when  peid  Id,  ' 
(e)  the  basis  on  which  that  valuo  was  determined,  (f)  value  at  which  t.ie  property  is  entered  on  the  corporation’s  ' 
books,  and  (?)  amount  by  which  such  value  exceeds  the  allowable  vm»t  e  under  Section  32«<a)  (2)  of  the  Revenue 
Act  of  1918.  Enter  this  amount  as  Item  2,  Schedule  G,  tor  the  taxable  period. 

GX  NVas  the  business  reincorporated,  reorganized,  or  consolidated  or  was  Its  ownership  chnnsed  or  was  there 
a  change  In  ownership  of  property  after  March  3, 1917? - -  —  If  so,  answer  the  following  questions: 

(a)  D.d  an  interest  of  30  per  ertit  or  more  In  the  business  ortn  the  property  which  changed  ownership  remain 
in  the  control  of  the  same  persons,  corporations,  associations,  or  partncrxnips.  or  of  any  of  them? _ 

(ft)  1\  ere  any  of  the  assets  entered  on  the  hooks  of  tho  corporation  melrlnp  this  return  at  a  higher  value  tlurn 
on  the  books  of  Its  predecessor? _ 

(c)  If  such  previous  owner  was  not  a  corporation,  attach  a  statement  showing  (1)  the  coat  o(  acquisition  to 
the  previous  owner  of  any  asset  so  transferred  or  received,  (?)  expenditures  subsequent  to  that  date  for  betterment 
or  development  not  deducted  as  expense  or  otherwise  since  March  1 , 1913,  by  such  previous  owner,  (3)  the  allow¬ 
ance  tor  depreciation,  depletion,  orimpalrmcnt  since  the  date  of  acquisition  by  such  previous  owner,  1 

W  ^  substantially  all,  of  the  property  was  acquired  from  a  corporation  during  the  taxable  period, 

'  hcret?  balance  sheets  of  such  predecessor  corporations  as  at  the  beginning  of  the  taxable  period  and  as  at  the 

d-ste  Immediately  prior  to  the  transfer  of  the  property  to  the  corporation  making  the  return,  and  also  a  balance 
•t  ort  or  statement  of  tho  corporation  making  this  return  showing  the  values  at  which  such  property  received 
or  transferred  were  entered  on  the  books. 

For  the  purpose  of  determining  invested  capital  each  asset  so  transferred  shall  not  be  allowed  a  greater  value 
thi  n  would  hare  been  allowed  to  the  previous  owner.  If  a  corporation;  or.  If  net  a  corporation,  at  Us  oost  to 
-wevlous  owner,  with  proper  adjustments  for  losses  and  improvements. 


SCHEDULE  JU -CHANGES  IN  INVESTED  CAPITAL  DURING  TAXABLE  PERIOD. 

1.  Changes  In  invested  capital  during  the  taxable  period  ordinarily  arise  in  one  or  more  of  the  following 
way*: 

Additions— 

(a)  By  sale  of  capital  stock  for  ea-h  or  by  the  lsn'c  of  capital  stock  for  tangible  or  other  asset*. 

(ft)  By  payment  of  assessments  by  stockholders  or  by  creation  of  paid-in  surplus  by  contribution  of 
stockholders. 

Deduction?— 

(?)  By  llq'ii-latlor.  of  part  of  the  capital  by  retirement  of  stock  or  by  purchase  of  treasury  '.tock  not 
out  of  current  earnings. 

(4)  By  payment  of  cash  dividends  out  of  earnings  of  prior  years. 

(?)  By  payment  of  Federal  income  and  profits  taxes  for  previous  years. 

The  changes  with  respect  to  taxes  will  occur  In  nearly  every  case.  Should  no  changes  be  noted,  the  reason 
for  the  omission  should  be  state  1. 

X  The  following  instructions  should  be  followed  In  making  the  above  adjustments;  each  Item  should  be 
designated  as  an  addition  or  deduction,  deduction  being  designated  by  red  Ink; 

(a)  If  stock  Is  Issued  for  cash,  the  actual  rash  received  (but  not  the  amount  of  discount)  should  he  entered 
In  this  schedule.  Assets  (other  than  cash)  paid  in  for  stock  must  be  reined  In  accordance  with  Section  32iVa)  (2) 
of  tho  Revenue  Act  of  1918. 

(el  If  capital  stock  of  the  corporation  is  reacquired  but  not  paid  for  out  of  current  profits,  the  cost  of  such 
stock  should  be  deducted  frosS  Invested  capital. 

rt)  Report  dividends  paid  out  of  profits  of  prior  years  but  not  dividends  paid  out  of  profits  of  the  taxable 
period.  Any  distribution  made  during  the  first  AO  days  of  the  taxable  period  shall  be  deemed  to  have  been  mado 
from  earrLigr  or  profits  accumulated  during  the  preceding  taxable  period;  butany  distribution  made  during  the 
remainder  of  the  taxable  period  shallbe  deemed  to  have  been  mode  from  the  profits  for  that  period  to  the  extent 
that  such  profit*  are  sufficient.  (Sec  Articles  857  and  1549,  Regulations  45.) 

(?)  Tho  amount  of  Federal  income  and  profits  taxes  payable  should  be  prorated  and  deducted  os  of  the 
dates  when  d-ic  and  payable  whether  reserves  have  been  set  up  on  the  books  or  not.  (See  Article  845.) 

Tt?  average  adjusted  deduction  to  be  entered  In  column  7  equals  total  Income  and  profits  tax  multiplied 
by  0.4214. 

X  The  data  called  for  In  columns  1  to  5  should  be  given  for  all  transactions,  except  that  columns  3  and  4 
are  applicable  only  to  the  Issue  or  reacqulsltlon  of  the  corporation’s  stock. 

4.  In  column  f-  enter  the  number  of  days  remaining  in  the  taxable  period  (including  the  date  of  change). 

X  The  net  changes  not  reported  In  Schedule  L,  if  not  in  accordance  with  the  Increases  or  decreases  reflected 
in  tho  balance  sheets,  should  be  fully  reconciled  therewith. 


1.  Nature  of  additions 
end  deductions. 


3.  Number  4.  If  for  3.  Amount  of  cash 
2.  of  shares  cash,  state  or  cu*h  value 
Date,  sold  or  re-  price  per  actually  received 
acquired.  share.  or  paid  out. 


C.  :  7.  Adjusted  average. 
Number  ;  /Volume  aXColamn  e\ 
ofdayN  j  L'NSradTS'taiabU/ 

;  peffud. 


. L . . j*..... 
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SCHEDULE  J.— INADMISSIBLE  ASSETS. 

lias  the  corporation  any  Inadmissible  assets  (I.  e.,  stock:',  bonds,  and  other  obligations,  except  obligations 
of  the  .United  States,  the  income  from  which  is  not  taxable)? - 

If  so,  attach  hereto  a  statement  showing  tor  the  taxable  period  tho  facts  called  tor  in  Items  («)  to  (J)  of  this 
schedule. 

If  the  income  from  such  assets  consists  in  part  of  gain  or  profit  trom  the  sale  or  other  disposition  thereof,  or 
If  nil  or  part  of  the  I  nt  onwt  derived  from  such  assets  Is  in  effept  Included  In  the  act  income  because  of  the  limitation 
on  the  deduction  of  irterest  under  .lection  234(a)  (2)  of  the  Revenue  Act  of  191$,  then  a  corresponding  part  of 
tho  capital  invested  in  such  assets  is  deemed  an  admissible  asset.  In  such  case  set  forth  in  detail— 

(а)  the  various  kinds  of  Income  derived  from  such  assets  and  the  computation  of  the  part  of  the  capital 

Invested  therein  which  Is  deemed  an  admissible  asset. 

For  t  he  purpose  of  this  schedule  inadmissible  assets  shall  bo  valued  at  cost  of  acquisition,  except  that  If  tho 
corporation  is  a  dealer  Insecurities  and  inventories  such  assets  in  accordance  with  Article  1585.  Regulations  <5,  such 
inventory  figure  shall  constitute  the  measure  of  value.  Admissible  assets  shall  be  valued  as  provided  in  Sections 
.129, 330,  and  331  of  tho  Revenue  Act  of  1918  and  Articles  S31-8C9,  §31-90*.  and  041  of  Regulations  45.  The  average 
amount  of  asset a  of  each  kind  held  during  any  yoaz  may  ordinarily  be  determined  by  dividing  by  2  tho  sum  of 
the  amount  of  such  assets  held  at  the  beginning  of  t  he  taxable  period  and  the  omoun  t  held  at  the  end  of  the  taxablo 
period.  In  such  case  the  amount  of  admlssiblo  assets  may  best  be  determined  from  (1)  the  balance  sheet  os  at  ti»o 
beginning  of  the  period  odji vtti  with  respect  to  tho  Items  in  Schedule*  F  and  G  and  (2)  the  balance  sheet  cs  at 
the  end  of  the  period  correspondingly  adjusted.  But  1  f  at  any  t  iroed-ring  the  taxable  period  a  substantial  change 
ha*  taken  place  in  the  amount  of  such  assets,  the  average  amount  must  be  determined  as  provided  in  Article 
8!2  of  Regtilat  ions  45.  In  such  case  show  in  detail— 

(б)  The  computation  of  such  amount; 

(?)  Amount  of  inadmissible  assets  held  at  beginning  of  the  taxable  period; 

(4)  Amount  of  inadmissible  assets  held  at  end  of  taxable  period; 

(?)  Average  amount  of  inadmissible  assets  held  during  taxable  period; 

(/)  Amount  of  admixsiblo  assets  held  at  beginning  of  taxable  period; 

(; )  Amount  of  admissible  assets  held  at  tbe  end  of  taxable  period; 

(ft)  Average  amount  of  admissible  arsels  held  during  taxable  period; 

(i)  Sum  of  (?)  plus  (ft); 

0)  Percentage  which  («)  Is  of  (0. 

This  percentage  (j)  should  be  applied  to  tho  amount  appearing  on  line  7,  Schedule  B,  In  order  to  obtain  the 
deduction  on  account  of  Inadmissible  assets,  which  should  be  entered  -nl.*ic  8,  Schedule  B.  j— -om 
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SCHEDULE  L.— RECONCILIATION  OF  NET  INCOME  AND  ANALYSIS  OF  CHANGES  IN  SURPLUS* 


_ $-X. 


1.  Net  Income  from  Schedule  A,  Item  27  .. 

3  NontaxnWc  Income:  .  i 

(a)  Interest  on  obligation*  of  the  United  States  and  Its  possessions  . 

wholly  exempt - . - - 

(3)  Interest  on  oblfcatiocs  of  States,  Territories,  and  political  sul>-  , 

divisions  tbMeof  - r - ----- - i- 

(e)  Interest  on  Farm  Lua  Bonds  issued  under  Federal  Farm  Loan  ; 

if\  DlrSioCL*  on  stock"  of  domestic  corporations  and  from  foreign  j 
corporations  r.T»Kt.  by  the  United  States  on  their  net  j 

Incomes  ...... - - - - - ......... - 

(t)  Dividends  on  stock  ofperaooal  service  corporations  oat  of  corn-  | 

ings  upon  which  a  Federal  Income  tax  has  bees  imposed . . 

CO  Profits  which  are  derived  from  the  sale  of  vessels  and  which  are 
exempt  under  Section  23  of  the  Merchant  Marine  Act  of  1220...  . 
it)  Other  items  of  doo  tax  able  income  (to  he  detailed): 

(i) .J»cUJtea»*-e3/V-X3 -flf— . 

(j) . 

3.  Charges  against  reserves  for  bed  debts,  contingencies,  etc.  (to  be  detailed): 


*9- 


12.  Unallowable  de<luctlons:  ! 

(a)  Donations,  gratuities,  and  contributions - $ _ 

(0)  Income  and  profit.’,  tuxes  paid  to  the  United  States,  Its  poe-  I 

sessions,  or  foreign  countries - - - .! _ 

(c)  Special  Improvement  taxes  tending  to  increase  the  value  of  the 

proporty  assessed  . . . . . . . . 

(4)  State,  county,  and  municipal  taxes  paid  by  banks,  and  other 

corporations  based  on  the  value  of  their  capital  stock _ 

(r)  Funnturo  and  fixtures,  additions,  or  betterments  treated  as 
expenses  on  the  books _ _ _ _ _ _ 

if)  Replacement  and  renewals....... _ _ _  ,,,  _ _!_ 

it)  Insurance  premiums  paid  ou  the  life  of  any  officer  or  employee 

for  the  benefit  of  the  corporation  or  business _ 

(i)  Interest  on  Indebtedness  Incurred  or  continued  to  purchase  or 
carry  securities  (other  than  obligations  ot  the  United  States 
lssuod  after  September  24. 1017),  the  Interest  upon  which  Is 

wholly  exempt  from  taxation _ _ _ _ 

(f )  Additions  to  sinking  fund  reserve,  and  reserves  for  had  debts  I 
and  other  contingencies  (to  be  detallod): 


_.!i._lagOL_.l79. 

377- 


I  I 

_ ! _ I _ 

I 


(1) - 

(3) - 


Jf&LK 


1 — - — : — - — 


(J) . . — . 

(J)  Other  unallowable  deductions  (to  be  detailed): 


.  ..........  _. _ m 


4.  Total  of  Item*  1  to  3,  Inclusive - 

3.  Total  from  Item  13 - - - - 

C.  Net  profit  for  year  as  shown  by  books,  before  any  adjustments  are  r 

made  therein  (item  4  minus  Item  3) - " 

7.  Surplus  and  undivided  profits  as  shown  by  balance  sheet  at  close  of 
preceding  taxable  period - - - 

A  Other  credits  to  surplus  (to  ho  detailed): 

9.  Total  of  Items  8  to  8,  Inclusive  .. 

10.  Total  from  Item  16 _ _ _ 

1’ .  Surplus  and  undivided  profits  as  shown  by  halanoe  shoot  at  close  of 

taxable  period  (Item  8  mines  Item  10) _ 


(2) - 

(3) - 


SOOi 

Stj 

fc 

JsSSn 

13.  Total  of  Item  12 . . . . !$ _ 

14.  Dividends  paid  during  the  taxable  period  (state  whether  paid  In  cash,  ' - 

stock  of  this  company,  or  other  property): 

(0)  Date  paid _  Character 

(3)  Date  paid _ _ _  Character _ 

(c)  Date  paid _ _ _  Character... 


(4)  Xhite  paid _  Character 

IS.  Other  debits  to  surplus  (to  bo  detailed): 

<«>- 

<&>- 

(e). 

.J1  16.  Total  of  Items  14  and  15  ...... 


$ . JjSQjQoa. 


SCHEDULES  SUPPORTING  SCHEDULE  A. 

Tito  following  ochedules  must  be  furnished,  and  thoee  prepared  on  separate  sheets  should  be  firmly  attached  to  this  return.  Enter  name  and  address  of  corporation  on  each  sheet. 


SCHEDULE  A2:  COST  OP  GOODS  SOLD.  EXCLUSIVE  OF  EXPENSES,  REPAIRS,  AND  OTHER 
ITEMS  CALLED  FOR  SEPARATELY. 

If  engaged  In  a  trade  or  hoxlneae  In  which  the  production,  purchase,  or  sale  of  merchandise  of  any  kind 
Is  an  Income-producing  factor,  (a)  secure  from  the  Collector  of  Internal  Revenue  and  file  at  a  part  of  this 
nmxs,  Certificate  el  Inventory.  Farm  1128, and  (6)  fill  in  the  (allowing  schedule,  entering  on  lines  3  and  4,  lmmsdl- 
acaiy  before  the  amount  column ,  the  letters  “C,“  or  “C  or  K,”  to  indicate  that  Inventories  era  valued  at  either 
neat,  or  com  or  market,  whichever  la  lower.  • 

(1)  Merchandise  bought  tbr  mie - $ _ i _ 1 

(3)  Cost  of  manufacturing  or  othsrwlse  producing  goods.  (Submit  schedule 
showing  principal  Items  of  ooet,  the  mlDor  Items  being  grouped  In  one 

amount) - -  ■  . — .  ..  - — — . — - - 


Inventory  at  beginning  of  year. 

To«al_)jfc 


(3) 

<*) 

(8)  Lam  inventory  ateodofyear. 
(6)  Cost  of  goods  sold - 


SCHEDULE  A3:  CROSS  INCOME  FROM  OPERATIONS  OTHER  THAN  TRADINO  OR  MJ&U- 
FACTORING. 

Submit  a  schedule  showing  the  nature  and  amount  of  the  principal  Items  Included  herein,  the  minor  Items 
bring  grouped  In  one  amount.  (For  Insurance  companies  see  page  3  of  Instructions,  paragraphs  2  and  3.) 

SCHEDULE  A4t  TAXABLE  INTEREST  ON  OBLIGATIONS  OF  THE  UNITED  STATES  AND  WAR 
FINANCE  CORPORATION  BONDS. 

If  Interest  waa  derived  during  the  taxable  period  from  liberty  Bonds  or  other  obligations  of  the  United 
State*  issued  since  September  1, 1817  (except  Victory  liberty  Loan  3f%  Notes),  or  War  Finance  Corporation 
Bonds,  aecur*  from  the  Collector  and  file  as  a  part  of  this  return  Schedule  of  Taxable  Interest  ou  liberty  Bonds, 

Tut  m 

State  the  amount  of  Victory  liberty  Loaj^gg^nd  4f%  Notes  originally  subscribed  for  and  still  owned 

at  th*  date  of  filing  this  return,  I - 

State  the  amount  oLFourth  liberty  Loan  4J%  Bonds  originally  subscribed  lor  sad  still  owned  at  the  data  of 

flhng  this  return,  3 -  i 

If  this  Is  a  consolidated  tecum,  file  Form  1123.  and  answer  the  above  questions  for  each  of  the  corporations 
oomposlngthe affiliated  group  which  owned  d  tiring  thetaxr1  le  period  taxable  - .  -  . 


and  war  Finance  Corporation  Bonds,  as  each  1 


obligations  of  the  United  Suites 
1  corporation  Is  entitled  to  the  exemptions. 


SCHEDULE  AS:  TAXABLE  INTEREST  FROM  ALL  OTHER  SOURCES. 

Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  Items  Included  herein,  the  minor 
items  bring  grouped  in  one  amount. 


(1)  Have  you  Included  In  this  Item  any  Interen  ou  preferred  stock?. 


lb 


If  so,  how  nmeu? 


tax  paid  at  source  In  pursuance  of  tax-free  covent  at 


(3)  Bgr*  vpa  Included  In  this  Item  any  Fe 

,  ooods? . . . .  II  so,  how  much?  _ 

For  Interest  on  foreign  bonds  submit  a  schedule  showing  (a)  name  of  country,  (6)  kind  of  obligation.*  (whether 
national,  State,  municipal,  or  corporate),  (e;  amount  of  principal,  and  (4)  amount  of  Internet. 

SCHEDULE  A9:  DIVIDENDS  ON  STOCK  OF  FOREIGN  CORPORATIONS. 

Submit  a  schedule  showing  (1)  with  respect  to  eecb  foreign  corporation  taxable  bv  the  United  States  on 
its  net  income,  (a)  name  ot  corporation,  (6)  country  In  which  organised,  (c)  total  par  value  of  stock  owned,  and 
Of)  amount  of  dividends:  (2)  same  information  with  respect  to  each  foreign  corporation  cot  taxable  by  the 
United  States  an  Its  net  income. 

SCHEDULE  A10:  GROSS  INCOME  FROM  ALL  OTHER  SOURCES  (not  Including  any  amount  with 
reaped  to  tale  ot  capital  rata  or  mlaceHaneous  Investments). 

Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  Items  Included  herein,  the  minor 
items  being  grouped  In  one  amount.  The  total  of  the  schedule  should  be  entered  as  Item  10,  Schedule  A. 

SCHEDULE  AU:  ORDINARY  AND  NECESSARY  EXPENSES  (except  amounts  called  for  separately  in 
Schedule  A). 

8ubmlt  a  statement  showing  character  and  amount  of  the  principal  items  Included  herein,  the  mlDor  Items 
being  grouped  In  one  amount.  (For  sehedulee  to  be  submitted  by  Insurance  companies  see  page  2  of  Instruc¬ 
tions,  paragraphs  4  to  7.) 

SCHEDULE  AU:  COMPENSATION  OF  OFFICERS. 

8ubmlt  a  schedule  showing  for  each  officer  (1)  came,  (2)  duties,  (3)  time  devoted  to  such  duties, (4)  shane  of 
stock  owned  or  controlled:  (0)  preferred.  (6)  entntnen-  (j)  total  compensation  tar  ’h*  taxable  period,  and  (8) 
•mount  of,  and  reason  for  Increase,  if  any ,  over  preceding  period. 

Submit  a  schedule  showing  for  each  employee  (if  a  stockholder  of  the  corporation),  whose  compensation 
is  at  the  rate  ol  0,000  or  more  per  annum,  facts  similar  to  these  called  for  is  respect  to  oil  cars. 

SCHEDULE  At4:  REPAIRS  (Including  labor,  supplies,  overhead,  and  other  Items  properly  chargeable  to 
repair*). 

Submit  a  schedule  showing  the  nature  and  amount  of  the  principal  Items  Included  herein,  the  minor  Items 
using  grouped  In  one  amount.  (For  classification  of  repairs  see  page  2  Of  Instructions .  paragraph  8.) 

SCHEDULE  A16:  TAXES. 

Submit  a  schedule  showing  separately  for  each  class  of  taxes  deducted,  (a)  character,  and  (6)  amount.  ! 
Federal  Income  and  profits  taxes,  taxes  which  ora  a  credit  under  Section  238,  taxes  assessed  against  local 
Denefits  of  a  kind  tending  to  lncroast  the  value  of  the  property  assessed,  and  State,  county ,  and  municipal  taxes 
paid  by  banks  and  other  corporations  based  on  the  value  of  their  capital  stock  are- not  allowable  deductions  lu 
■computing  taxable  Income  of  such  corporations.  (See  Article  386,  Regulations  43,  and  Section  23-)(a)(3)  of  th* 
Revenue  Act  of  1918. 


SCHEDULE  AI7:  DEBTS  ASCERTAINED  TO  BE  WORTHLESS  AND  CHARGED  OFF  WITHTW 
TAXABLE  PERIOD. 

’  Submit  a  schedule  shotting  the  amount  (a)  arising  from  sales,  or  service*  previously  reported  as  Income; 
(6)  arising  from  other  sources  (Interest,  rent,  royalties,  etc.)  previously  reported  as  Income;  (c)  arising  from 
source*  other  than  those  specified  above  (to  he  itemized).  (See  Article  151, -Regulations  43.) 

SCHEDULE  A13:  EXHAUSTION,  WEAR  AND  TSAR  (Including  obooteeceace). 

If  a  deduction  Is  made  on  account  of  depredation,  the  following  schedule  must  be  filled  In,  and  th*  total 
amount  olalmed  therein  should  correspond  with  the  figures  reflected  In  th*  balance  sheet.  T-mvi  values  must 
Dot  be  included  In  this  schedule.  (See  page  2  of  Instructions,  paragraph  10,  and  Articles  161  to  171,  Regu- 
lodoaa4k) 


Dot* 

acquired. 

1  n  iTtSt 

Coat,  or  If 
acquired  prior 
to  Mar.  1.1913,  the 
fkir  market  value 
on  that  date. 

Probable 
life  after 
acquire¬ 
ment- 

Amount  of  depreciation  charged  off. 

(If  buildln**,  am* 

th*  material  of 
which  constructed.) 

This  year. 

Previous  years. 

• 

1 _ -  _ 

. 

t-  -  -  rcv  -- 

_ «yvrV 

jJ. . 

«X\T~3 

Total _ 

. 

-mil....  - 

r . j 

L _ _ 

Note.— If  obsolescence  Is  a  factor  in  determining  your  deduction  attach  a  statement  showing  the  omour 
claimed  for  the  taxable  period  and  the  basis  on  which  computed. 

SCHEDULE  A19:  DEPLETION. 

If  a  deduction  Is  claimed  on  account  of  depletion,  secure  from  the  ooQector  Form  D  (minerals).  Form  T.  (coal). 
Form  F  (miscellaneous  nonmetals),  Form  O  (oil  and  gas),  or  Form  T  (timber),  fill  In  oo^flie  with  return.  If 
complete  valuation  data  has  been  filed  with  questionnaire  in  previous  years,  then  file  with  this  return  informa¬ 
tion  necessary  to  bring  your  depletion  schedule  up  to  dote,  setting  forth  in  lull  statement  of  all  transactions  bear¬ 
ing  on  deductions  or  additions  to  value  of  physical  assets  with  explanation  ofbow  depletion  deduction  for  tax¬ 
able  period  has  been  determined.  In  caso  of  timber  this  should  be  done  by  filling  in  Form  T  (timber). 

SCHEDULE  A22:  PROFIT  OR  LOSS  ON  SALES  OF  CAPITAL  ASSETS  AND  MISCELLANEOUS 
INVESTMENTS  (Including  liquidating  dividends). 

In  case  of  disposal  of  property,  resulting  In  a  profit  or  loss,  the  fallowing  schedule  moat  be  filled  In,  using 
a  separate  line  for  each  asset- 


1.  Kind  of  property. 

2.  Date 
acquired. 

3.  Age 
when 
acquired. 

4.  Cost. orif 
acquired  prior 
to  Mar.  1.1913,  the 
fair  market  value 
on  that  date. 

3.  Cost  of 
subsequent 
improve¬ 
ments,  if  any. 

6.  Depreda¬ 
tion. 

7.  Sale  price  or 
liquidating 
dividends. 

. 

$ . 

. 

^ _ 

%,w„ . * 

lil'da 

..  * 

Total  . . 

*- . 

j-  r  - - 

i. . 

3. . 

Net  profit  or  loss  (total  or  oolumns  G  and  7  minus  total  of  columns  4  and  3),  J. 
State  what  amount,  if  any.  Included  In  column  4,  represents  good  will..  L 
If  any  of  th*  1 


.  value  on  that  date  was 


In  case  of  exchange  of  property,  submit  evidence  substantiating  the  basis  used  in  arriving  at  the  market 
value  of  property  received _ 


SCHEDULE  A23:  LOSSES  SUSTAINED  DURING  THE  TAXABLE  PERIOD  AND  NOT  COM¬ 
PENSATED  FOR  BY.  INSURANCE  OR  OTHERWISE. 

A  schedule  similar  to  the  one  requested  above  should  be  submitted  with  respect  to  losses  of  property  aris¬ 
ing  from  fins,  storms,  shipwreck,  or  other  casualty,  or  from  theft,  and  not  compensated  for  by  insurance  or 
otherwise,  except  that  column  7  should  show  “Insurance  and  salvage’'  Instead  of  “Sale  price  or  liquidating 
dividends.” 

SCHEDULE  A26:  AMORTIZATION  OF  WAR  FACILITIES. 

The  amount  claimed  as  a  deduction  tinder  this  item  should  be  substantiated  by  schedule  prepared  In  accord¬ 
ance  with  Section  214(a)  9,  Revenue  Act  of  1918,  Articles  181  to  188,  Inclusive,  ol  Regulations  45, 

DISCOUNT  AND  PREMIUM  ON  BONDS  SOLD. 

There  roust  be  attached  to  the  return  a  schodule  showing  In  detail  each  Issue  and  sale  of  bonds  of  the 
reporting  corporation  riving  the  following  information:  (0)  Class;  (6)  date  of  sale;  (e)  maturity;  (4)  amount  sold; 
(*)  amount  realised;  (/)  premium  or  discount  per  annum. 

That  proportion  of  the  premium  or  discount  applicable  to  the  return  period  must  be  reported  either  as  Item 
10  or  15,  Schedule  A,  pace  I,  unless  the  amount  of  premium*  or  discount  has  been  reportod  as  income  or  allowed 
as  a  deduction  in  prior  years.  (See  Article  544,  Regulations  45.) 


We,  the  undersigned,  president  and  treasurer  of  the  corporation  for  which  this  return  is  made,  being  severally  duly  sworn,  each  for  himself  deposes  and  says  that  this  return, 
including  the  accompanying  schedulos  and  statements,  has  been  examined  by  him  and- is,  to  tho  best  of  his  knowledge  and  belief,  a  truo  and  complete  return  made  in  good  faith,  for  the 
taxable  period  as  stated,  pursuant  to  the  Re  /euuo  Act  of  1918  and  tho  Regulations  issued  under  authority  thereof. 


Sworn  to  and  subscribed  before  me  this _ 


.  MarrtL 

_ day  of _ _ _ ■ 

(8)  David  Lw  Olesoa 


.,  1921. 


(8)  J*  Tbi«rtxau*e 


(8)  C.  2.  Bcmxpmy 


Woiaiy  PoM io 

i  Official"  capocity.) 


President. 

Treasurer. 


IF  RETURN  IS  FOR 
CALENDAR  YEAR  1920 
FILE  IT  WITH  THE 
COLLECTOR  OF  INTERNAL 
REVENUE  FOR  YOUR 
DISTRICT  ON  OR  BEFORE 
MARCH  IS,  1921 

IF  FOR  A  PERIOD  OTHER 
THAN  A  CALENDAR 
YEAR  THE  RETURN 
SHOULD  BE  FILED  ON  OR 
BEFORE- THE  157H  DAY 
OF  THE  THIRD  MONTH 
FOLLOWING  THE  CLOSE 
OF  SUCH  PERIOD 

KIND  OF  BUSINESS _ 


Pago  1  of  Return 

Form  1120— UNITED  STATES  INTERNAL  REVENUE  SERVICE 

CORPORATION  INCOME  AND  PROFITS  TAX  RETURN 

t.thtct  £  ix  FOR  CALENDAR  YEAR  1920 

Or  for  period  begun  lati>  19  -20,  and  ended  19.J20 


(DO  NOT  WRITE  IN  THIS  SPACE) 


Examined  by 


H3Q 


Audited  by 


Ifthenetln* 

com*  include*  (PRINT  PLAINLY  CORPORATION’S  NAME  AND  BUSINESS  ADDRESS) 

ntn  loan  v&jtto 
from  Cown- 

mont  con¬ 
tract*.  pro. 

c^.f.7tmor°3  KOLOA  SOGAB  OWAIT, 

Internal  Rrr- 

c/o  JUaerlcm  Tactoro,  Ltd*, 

and  file  th. 

aama  aaa  part 

of  thla  toturw.  _ Hooplalu.  go  lo _ 


FIRST  PAYMENT 


Cashier's  Stamp 


;  CHECK 


•  CERT. 
eflND. 


-Qgo><ii^.gc^ar-Cana-ftad.to  AagKT- _  IS  THIS  A  CONSOLIDATED  RETURN 

SCHEDULE  A— TAXABLE  NET  INCOME. 


CROSS  INCOME. 

1.  Grow  sale*,  lees  returns  and  allowances _ 


2.  I/ess  cost  of  Roods  sold,  exclusive  of  expenses,  repairs,  and  other  items  called  for  separately  i  1  j  -  __  •  A 

below  (from  Schedule  A2) . . . . . " . .. . L . I _ I . !$ _ fc-.Q88....63 $  ...Q* 

3.  Gross  income  from  o[>o rations  other  than  trading  or  manufacturing,  less  allowances  (from  Schedule  A3) . . ! _ _ : . . ' _ ' 

4.  Taxable  interest  on  obligations  of. the  United  States  and  War  Finance  Corporation  Bonds  (from  Form  1125,  see  Schedulo  J 

5.  Taxable  interest  from  all  other  sources  (from  Schedule  A5) _ _ _ ! _ _  . r  *  ia  feV '  h 

6.  Rentals.  .  1  j  2  JDQ ...» 

7.  Royalties - - - - - - - j _ j _ 1 _ 

8.  Share  of  net  income  earned  by  personal  sendee  corporation  during  its  accounting  period  (whether  received  or  not> . ! . . 1 _ _ 1 _ 

9.  Dividends  on  stock  of  (a)  foreign  corporations  (from  Schedule  A9),  $ _ ;  and  (6)  domestic  corporations,  I  1  : 

except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  1,  1918,  $ . .  Total .  | _ ; _ ■ _ j _ _ _ 

10.  Gross  income  from  all  other  sources  (not  including  any  amount  reported  in  Item  22,  below)  (from  Schedule  A10) _ {.. . j _ jh..  .651.33 

X  Total  ot  It  lx.  1  to  10 _ _ _ _ _ js. 

DEDUCTIONS. 

12.  Ordinary  and  necessary  expenses  (except  amounts  reported  in  Item  2  above  or  called  for  separately  below)  (from  Schedule  |  ^  ^  ^ 

13.  Compensation  of  officers  (including  salaries,  commissions,  and  other  compensation  in  whatever  form  paid)  (from  Schedule  A 13)  . . j _ .  L . I 

14.  Repairs  (including  labor,  supplies,  etc.)  (from  Schedule  A14) . . . ; _ _ _ ! . . <ML..®52. 6Q 

15.  Interest  (see  page  2  of  Instructions,  paragraph  9) _ _ _ _ _ 1 . ! . .V*®  .”3 

16.  Taxes  (from  Schedule  A16) _ ; _  . . .  . 

17.  Debts  ascertained  to  be  worthless  and  charged  off  within  the  taxable  period  (from  Schedule  A17) _ I _ I _ L™J 

18.  Exhaustion,  wear  and  tear  (including  obsolescence)  (from  Schedule  AlS) _ _  . . . . ! _ j . 

19.  Depletion  (from  Schedule  AlS) _ _ 


a  m  279  Qg 


av*  h'VUVUlUV  -  ■  -  - - - - -  - 1 ,lr-r„,|  1-r - 1 t  ■  ■  ■  ,  I  l1 _ j  | 

20.  Total  or  lints  12  to  19 _ . _ _ _ ;S _ 

21.  Dittbbskck  Bimcf  Item.  11  A.VD  20 - - - - - I _ _ _ 55 

22.  Profit  or  loss  on  sales  of  capital  assets  and  miscellaneous  investments,  including  liquidating  dividends  (from  Schedule  A22).  $ . .  .tSV...3?0....S2 

23.  Losses  sustained  during  the  taxable  penod  and  not  compensated  for  by  insurance  or  otherwise.  (From  Schedule  A23.)  w*,'  gih  cU  .ar 

(Extend  to  last  column  sum  of  or  difference  between  Items  22  and  23) _ _ ... _ _ _ _ . _ .?* 

24.  Net  incomo  for  taxable  period  exclusive  of  deductions  for  dividends  and  amortization  (sum  of  or  difference  between  Items  21  and  23,  the  latter  as  extended).1? _ _  to . J5&..i*9 

25.  Dividends  on  stock  of  (a)  foreign  corporations  taxablo  by  the  United  States  on  their  not  incomes,  and  (6)  domostic  cor-  | 

porations,  except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  1,  1918. _ !$ _ 1 _ _ I _ ; 

2G.  Amortization  of  war  facilities  (from  Schedule  A26)  (extend  total  of  Items  25  and  26) _ j _ | _ j _ j _ { _ ... _ _ _ 

„7.  Nit  Income  roa  Taxable  Period  (difference  between  Items  24  and  26,  the  latter  as  extended — to  be  entered  as  Item  5,  Schedule  D) _ ■$ _ 


Less  deduction  provided  in  the  first  paragraph  of  Section  23,  Merchant  Marine  Act  of  1920  (see  page  1  of  Instructions,  paragraph  4) _ 1 . 

Net  income  of  a  corporation  owning  ships  engaged  in  foreign  trade  (amo’mt  to  be  used  only  in  computing  profits  tax  in  Schedule  D) . . . ? _ 1. 

SCHEDULE  B— INVESTED  CAPITAL. 


.'MOUNT. 


1.  Capital,  surplus,  and  undivided  profits  at  beginning  of  taxable  period  as  shown  by  books  (from  Schedule  E,  Item  II) _ 

2.  Plus  adjustments  by  way  of  additions  (from  Schedule  F,  Item  4) _ _ _ _ _ 

4.  Less  adjustments  by  way  of  deductions  (from  Schedule  G,  Item  7) _ . _ 

6.  Plus  or  minus  changes  in  invested  capital  during  taxable  period  (Net  Increase  or  Decrease  fro^n  Schedulo  H) _ ... 

7.  Total  (oa  Remainder) _ _ _ _ _ _ _ _ _ _ 

8.  Less  deduction  on  account  of  inadmissible  assets  (from  Schedule  J) _ _ _ _ _ _ _ _ 

9-  Invested  capital  for  taxablo  period.  (If  return  is  for  a  period  less  than  a  full  year,  see  page  2  of  Instructions,  paragraph  11) - 

SCHEDULE  C— EXCESS  PROFITS  CREDIT. 


*  to  298  S9. 

f  mrysev 


si 

59"U2 


o 


l* 'WTO 


1.  Eight  per  cent  of  invested  capital  for  taxablo  period  (Item  9  of  Schedule  B) _ 

2.  Exemption  ($3,000)  (except  for  foreign  corporations) _ _ _ 

3.  Excess  Profits  Credit  (Item  1  plus  Item  2).  (If  return  is  for  a  period  leas  than  a  full  year,  see  page  2  of  Instructions,  pa 

SCHEDULE  D— COMPUTATION  OF  TAXES. 


"T'"0WT~00 


1.  Brackets. 


(i!74  *•  Excess  Thorns  Cxxorr  (Item 
£ac£b£cx£  ^  A)  3,  Schedule  Cv. 


4.  Bauujce  Subject  to  Tax. 


6.  Amount  or  Tax. 


1.  Net  income,  not  in  excess  cf  20%  of  invested  capitaL _ |S _ 1 - - “ - - ff.  .JL — - ^...-^^—-^420%  $ - n — 

2.  Balance  ot  set  income . . I . S3  .9*  *3  I .  . . . J. . _Z^ T  _ I...Z3L! 

3.  Totals  computed  under  Section  301(b) _ 1$ _ I . jg? 

4.  Excess  Profits  Tax,  if  computed  under  Sections  302,  303,  304(c)  or.  337  of  the  Revenue  Act  of  1918  Cnee  fage  2  of  Instructions,  paragraph  14) - ? - :. . — — 


. S . L . .' 


5.  Net  income  for  taxablo  period  (Item  27,  Schedule  A) _ $ _  BHSL 

6.  L«:  Taxablo  Interest  an  obligations  of  — ' - i - j - 

United  States  and  War  Finance  Cor-  | 

Deration  Banda  (Item  4,  Schedule  A)„  $ _ 1  _  i 

7.  Exoess  profits  tax  (Item  3  or  4,  column  «£  VvwA 

6,  Schedule  D)  or _ JO  _  QJQ _ I £ 

8.  Excess  profits  and  war  profits  taxes 

(Item  IS,  Form  1120S.  Income  from 

Government  contracts)  _ _  . _ _ _ 

9.  Exemptions,  except  lor  foreign  corpora-  j 

tints,  73,009  unless  return  Is  tor  lees 

ZSSZSgS??**'***'™**  k  00 5.  0 0 _ ts  010 

10.  Balance  subject  to  income  tax  (Item  5,  Ices  I  terns  6, 7,  and  !  TT&  d><-» 

9,  or  Item  5,  leas  Items  6,  8,  and  9) _  1$ _  jgr. 

AMENDED  RETURNS.  1 

An  amended  return  must  he  plainly  marked  “Amended  ”  across  the  face  of  the  return. 


I 

ie  oio  a 


7i.  Tax  of  10%  on  Item  10 _ 

12.  Total  tax  (Item  3,  4,  or  8  plus  Item  11). 

13.  Less;  Income  and  profits  taxes  paid  to  t 

foreign  coontilee  or  possessions  of  the 
United  States.  (S«e  Sections  23$  and 
240(c)  of  Revenue  Aft  of  1918) _ {$ _ _ 

14.  Income  tax  withheld  at  the  source  In 

caw  of  a  foreign  corporation  Dot  en¬ 
gaged  in  a  trade  hr  business  within 

Ithi  United  States,  and  not  having  any 

office  or  place  of  business  therein - ; _ _ 


Balance  of  tax  (Item  12  minus  Items  13  and  14) j$ - 1 - — ]■ 1 

\  CHECKS  AND  DRAFTS. 

f  the  return.  !  Checks  and  drafts  will  be  accepted  only  if  payable  at  par  at  your  Collector’s  office. 

Fekaha  Sugar  Co**  Limited,  Appellant 

Vs « 

Lavid  H#  Flair,  Commissioner  of  Int.  Rev. 


Page  3  of  Return 
QUESTIONS. 


KIND  OF  BUSINESS. 


1.  By  means  of  the  key  letters  given  below,  identify  the  corporation's  main  income* 
producing  activity  with  one  of  the  general  classes,  and  follow  thisoy  a  special  description 
of  the  business  sufficient  to  give  the  information  called  for  under  each  general  class. 

A.— Agriculture  and  related  industries,  including  fishing,  logging,  ice  harvesting,  etc. . 
including  the  leasing  of  such  property.  State  the  product  or  products.  B. — Mining  and 
quarrying,  including  gas  ana  oil  wells.  Includo  the  lo&sing  of  such  property  Stato 
the  product  or  products.  C. — Manufacturing.  State  the  product  and  also  the  material 
if  not  implied  by  the  name  of  the  product.  ©.-^Construction— excavations,  buildings, 
bridges,  railroads,  ships,  etc.,  also  equipping  and  installing  same  with  systems,  device*, 
or  machinery,  without  their  manufacture.  State  nature  ot  structures  built,  materials 
used,  or  kind  of  installations.  El. — Transportation— rail,  water,  local,  etc;  State  the 
kind  and  special  product  transported,  if  any.  E2. — Public  utilities— gas  (natural,  coal, 
or  water);  electric  light  or  power  (hydro  or  steam  generated);  heating  (steam  cr  hot  water); 
telephone;  waterworks  or  power.  E3. — Storage — without  trading  or  profit  from  sales — 
(elevators,  warehouses,  stoctyards,  etc.)  State  product  stored.  E4.— Leasing  transpor¬ 
tation  or  utilities.  State  kind  of  property.  F.— Trading  in  goods  bought  and  not  pro¬ 
duced  by  the  trading  concern.  State  manner  of  trade,  whether  wholesale,  retail,  or  com¬ 
mission,  and  product  handled.  Sales  with  storage  with  profit  primarily  from  sales.  G. — 
Service— domestic,  including  hotels,  restaurants,  etc.;  amusements;  other  professional, 
personal,  or  technicd  service.  Stato  the  nervico.  H.— Finance,  including  banking, 
real  estate,  insurance.  I- — Concerns  not  falling  in  above  classes  (a)  because  of  combining 
several  of  them  with  no  predominant  business,  or  (6.)  for  other  reasons. 

2.  Concerns  whoee  business  involves  activity  falling  in  two  or  more  of  the  above 
general  classes,  whore  the  same  product  is  concerned,  should  report  business  as  identified 
with  but  one  of  the  above  general  classes;  for  example,  concerns  in  A  or  B  which  also 
transport  and  market  their  own  product  exclusively  or  mainly,  shonld  still  be  identified 
with  classes  A  or  B;  concerns  in  C  (manufacturing)  which  own  or  control  their  source  of 
material  supply  in  A  or  B  and  which  also  transport,  sell,  or  install  their  own  product 
exclusively  or  mainly,  should  be  identified  with  manufacturing;  concerns  in  D  may 
control  or  own  source  "of  supp'v  of  materials  used  exclusively  or  mainly  in  their  construc¬ 
tive  work;  concerns  in  El  or  E2  way  own  or  control  the  source  of  their  material  or  power; 
concerns  in  F  may  transport  or  store  their  own  merchandise,  but  its  production  would 
identify  them  with  A,  B,  or  C. 

3.  Answers; 

(а)  General  class  (use  key  letter  designation) . . . . . . . 

(б)  Main  income-producing  butdness  .'give  specifically  the  information  called  for 

under  each  bey  letter,  also  whether  acting  as  principal,  or  as  agent  on  commis- 


sion- state  if  inactive  or  In  liquidation . . 

Growing  of  Sng«f  Can*  and  Manfacturiig;  Sugar 


OTHER  CONCERNS  IN  SAME  BUSINESS. 

4.  Enter  on  the  following  lines  the  names  and  addresses  of  fivo  r<  rresentativo  concerns 

*  oi  bt 


in  your  locality  or  section  of  the  country  engaged  in  the  same  kind 

Li2m*  Plantation  Co.  Ltd. 


easiness: 


liftkraha.  Sugar  Co.  Ltd. 

Wainaa  Sugar  Mill  Co. . 

"Hawaiian Co»n»rcI£l  e^ad  Sugar  Co.  ’ 

IbBryda  Sogar  Co.  £t id. 


INCORPORATION. 

Soptombar  otfe,  1575 


5.  Date  of  incorporation _ 

6.  Under  the  laws  of  what  State  or  country _ ■ 


REORGANIZATION  AND  ACQUISITION  CF  MIXED  AGGREGATES  OF  ASSETS. 

7.  Eaa  the  corporation,  or  any  *•( it*  prediction,  been  reorganised,  or  has  it.  or  any 
of  it*  predecessors,  taken  over  a  going  business  or  acquired  a  mixed  aggregate  of  tangible 
and  intangible  property,  and  paid  for  such  property  in  whole  or  in  part  with  stock  or  other 

securities  since  the  close  of  the  preceding  taxable  period? _ .If?. _ _ _ _ 

S.  If  »o,  furnish  a  brief  narrative  history  of  the  business  and  submit  a  statement 
showing; 

<a)  The  name  of  the  concern  taken  over  (or  from  which  the  property  was  acquired  *; 

;6i  The  nature  of  the  assets  and  liabilities  so  acquired; 

(c)  The  total  par  value  of  the  stock  issued  therefor; 

(d)  The  value  at  which  each  class  of  assets  was  carried  on  the  books  of  the  concern 
from  which  acquired  (submit  a  balance  sheet  of  th<*  predecessor  concern  as  at  the  date  of 
acquisition  or  as  at  the  close  of  its  last  accounting  period  prior  thereto); 

(c)  The  value  at  which  each  item  was  carried  on  the  books  of  the  corporation  making 
this  rotary,  and  full  details  of  any  adjustments  subsequently  made  pertaining  thereto  and 
.the  basis  on  which  such  revaluation  was  made. 

0.  If  patents,  copyrights,  secret  processes  or  formula-,  good  will,  trade-marks,  trade 
brands,-  franchises,  or  .■other  intangible  property  were  acquired,  state  the  basis  on  which 
their  value  was  determined  and  how  they  were  paid  for. 

10.  If  at  the  time  of  any  purchase  or’ reorganization  as  contemplated  in  question  7,  any 
property  was  entered  on  the  books  of  the  reorganized  concern  or  any  vendeo  predecessor  at 
a  value  in  excess  of  that  at  which  it  was  earned  on  tho  books  6f  the  vendor  concern,  state 
the  bads  on  which  the  revaluation  was  marie. 

AFFILIATIONS  WITH  OTHER  CORPORATIONS  (TO  BE  ANSWERED  BY 

EVERY  CORPORATION). 

11.  Does  the  corporation  own  directly  cr  control  through  closely  affiliated  interests  or 
by  a  nominee  or  nominees  over  oC  per  "cent  of  tho  outstanding  voting  capital  stock  cf 

another  corporation  or  of  other  corporations? _ ,„?.® _ 

12  Is  over  60  per  cent  of  your  outstanding  voting  capita l^tock  owned  by  another  cor¬ 
poration  or  by  two  cr  more  corporations  that  are  affiliated? _ _ _ 

13.  Is  over  50  per  cent  of  your  outstanding  voting  capital  stock  as  well  as  over  50  per 
cent  of  the  outstanding  voting  capital  stock  of  another  corporation  or  of  other  corpora¬ 
tions  owned  or  controlled  l^^ho  same  individual  or  partnership  or  by  the  same  individuals 

or  partnerships? _ 


i  14.  If  the  answer  to  questions  11, 12,  and  13,  or  to  any  at  them,  is  “yes,”  answer  the 
following: 

i  (a)  Did  the  corporation  file  Affiliated  Corporations  Questionnaire,  Farm  819,  for  1917  or 

subsequent  taxable  yean?  Answer  "Yea”  or  "Vo” —  IS  the  answer  to  this 

question  is  “yes.”  a  questionnaire  is  not  required,  except  under  the  circumstances 
described  in  question  (S).  If  the  answer  to  thin  question  is  "no,”  and  the  answer  to 
questions  11, 12,  and  13,  or  to  any  of  them,  is  "yes,”  procure  from  the  Collector  of  Internal 
Revenue  for  your  district  Form  819,  which  snail  be  filled  out  and  filed  as  a  part  of  this 
return.  If  the  answer  to  this  question  is  "no,”  question  (b)  need  not  be  answered. 

(b)  Did  substantially  the  same  conditions,  as  are  set  out  in  the  questionnaire  filed  for 
1919  or  prior  years,  obtain  during  the  entire  taxablo  period  1920?  Answer  "Yes”  or 

"No" - -  If  tho  answer  to  this  question  is  "no,”  a  statement,  setting  forth  the 

particula-a  in  which  the  situation  has  changed,  should  be  attached  to  and  made  a  part  of 
this  return.  If  there  have  been  substantial  changes  in  stockholdings,  a  complete  schedule 
of  such  changes  should  be  submitted  in  the  form  prescribed  in  Tables  3  and  6  of  the 

Suesticr.naire.  If  there  are  companies  other  than  those  covered  by  the  questionnaire  for 
J19  or  prior  years  which,  applying  the  tests  contained  in  questions  11, 12,  or  13,  mav  have 
come  into  the  affiliated  grouo  since  1919,  a  questionnaire,  Form  819,  is  required  tor  tho 
entire  group  for  the  taxablo  period. 

VALUATION  OF  CAPITAL  STOCK. 

1  15.  What  w ns  tho  fair  value  of  the  total  capital  stock  of  tho  corporation  as  determined 
in  the  last  assessment,  if  any,  of  the  capital  stock  tax?  L!*U^3lJt9  Date  of  that 

AA^SSQflQtlt i — i — i — i - .TUT, i  ■  - - r1|,- *..i . 

PREDECESSOR  BUSINESS* 

l  16.  Did  the  corporation  file  a  return  under  the  same  name  for  the  preceding  taxable 

period?  Answer  "Yes”  or  “No”  Zll _ ....  If  not,  was  the  corporation  in  any  way  an 

outgrowth,  result,  continuation,  or  reorganization  of  a  business  or  businesses  in  existence 

during  ibis  or  the  preceding  taxable  period?  Answer  •‘Yes”  or  "No" _  If 

answer  is  “yea,”  give  name  and  address  of  each  predecessor  business. 


BASIS  Or  RETURN. 

1  17.  Is  this  return  made  on  tho  basis  of  actual  receipts  and  disbursements? _ 

If  not,  describe  fully  what  other  basis  or  method  was  used  in  computing  net  income _ 

Crop  Basis 


GOVERNMENT  CONTRACTS. 

18.  Have  any  adjustments  been  made  during  the  taxable  period  on  account  of  con¬ 
tract  or  contracts  with  the  Government  or  its  agencies  or  in  any  Government  contract  or 
contracts  from  which  the  corporation  derived  income  directly  or  indirectly,  through  the 

operations  of  a  claim  board  or  otherwise?  Answer  "Yes”  or  “No".Jfe _ If  so,  state 

tho  amounts  involved  $ _ ;  whether  or  not  such  amounts  are  included 

in  this  return _ ;  and.  if  not,  was  an  amended  return,  accounting  for 

the  ndditional  income,  filed  for  the  taxable  period  in  which  tho  contract  was  termi¬ 
nated?. _  Submit  a  schedule  showing  full  particulars  of  the  contract,  date 

entered  into,  date  the  work  ceased  under  said  contract  or  contracts,  and  the  amount  and 
nature  of  the  adjustment. 

AMORTIZATION. 


19.  Has  amortization  been  claimed?  Answer  "Yes’*  or  “No* 
state  for  what  vear _  Amount  ? - 


If  so. 


PREPARATION  OF  RETURNS. 

1  20.  Did  tile  corporation  employ  anyone  especially  to  prepare  or  advise  in  the  prepara¬ 
tion  of  this  return?  Answer  “Yes’’  or  "No”  _  If  so,  give  name  and  address 

and  state  to  what  extent  such  assistance  or  advice  was  received _ 

I  LIST  OF  ATTACHED  SCHEDULES. 

Enter  below  a  list  of  all  schedules  accompanying  this  return,  giving  tor  each  a  brief 
title  and  the  schedule  number. 

(l)  Balanc*  shoot  Doe*  ^lt  (?)  Balano*  Shoot 

i . taoaafcar  ^  1$20|~  (3)  Profit  and  to as  ioodont i 

\ - ysTOBSSSSfli (5) KEaEETV  3;’X6)'**S®«KX¥ . 

:  i‘22;  (fT855i^“l  23* (s)  Scdiodalo"A  i5^1 . 

— (97*  S'dS&ia  A‘ . 

r . X  ID  J . tZZ)~'SlXt‘in»ift' "ST'HrnilS® 

--  — Schwtaio  'A' 12  .  . . 


SCHEDULE  K. — BA1ANCE  SHEETS. 

Attach  hereto  balance  sheets  as  of  the  beginning  and  er.d  of  the  taxable  period  (preferably  in  parallel  columns),  showing  as  nearly  as  practicable  the  details  caHed  for  below.  (Theee 
balance  sheets  should  be  prepared  from  the  books  and  should  be  in  agreement  therewith,  or  anv  differences  should  be  reconcuod,  and  if  this  is  a  consolidated  return,  balance  sheets  should 
be  furnished  in  accordance  with  paragraph  8  of  page  1  of  Instructions.) 


ASSETS. 

Cash  (Including  cash  In  bank  and  on  hand  rmifi- 
cats*  ot  depot!:,  etc.). 

Tnde  account*  (before  deducting  reserves  tor  \Mies). 
Kotee  r-ce  treble  from  customer*. 

Other  accounts  and  notes  receivable  (to  be  classified; . 
Inventories: 

Raw  materiel*. 

Work  lr.  progress. 

Finished  product*. 

Supplies. 

Investments: 

.Bonds— 

T.  S.  bond* and  obligations  (each  lame  to  be 
sated  separately). 

Exempt  (municipal,  8 tats,  etc.). 

Other. 


ASSETS — Conihmed. 

Investments— continued. 

Stock  of  corporations— 

Foreign. 

Dora  en*c. 

Leans  and  advances: 

To  a:lieera  and  omploye**. 

To  others. 

referred  charges  to  future  operations  (to  be  detailed). 
Fixed  resets  l 
'^and. 

Boil  dings. 

Machinery. 

Tools  an.i minor  equipment. 

Delivery  equipment. 

Ofiieo  furniture. 

Other  (state  character). 

Totvl. 


ASSETS-  Continued. 

Fired  assets— contlnned. 

Lefts  reserves  for  depreciation  (show  separately 
amount  applicable  to  each  fixed  asset).* 

Krr  Valct. 

Pxteats.  good  wd,  and  other  Intangible  assets: 
Paid  for  in  cash  or  other  tangible  property. 
Paid  for  in  stock  (other  than  stock  dividends). 
Created  by  stock  dMdond  or  otherwise. 

Discount: 

On  bonds. 

■  On  stock. 

.  Tor  At. 


•Reserves  for  depredation  may  be  deducted  from  the  respective  asset  accounts  or  Itemized  on  the  liability  side  of  the 


LIABILITIES. 

payable: 

To  officers  and  stockholders. 

To  others  (including  bank  loans). 

Accounts  payable: 

Trade. 

Other. 

Accrued  expenses  and  reserves,  the  charges  creating 
which  are  allowable  deductions  from  income  (to 
be  detailed). 

Reserves,  the  chances  creating  which  are  not  allow¬ 
able  deductions  from  Incoir.o: 

Reserves  for  losses  on  notes  and  accounts 
receivable. 

Other  reserves  (to  be  detailed). 

Capital  stock  outstanding  (to  be  classified). 

Surplus  and  undivided  profits. 

Total. 

balance  sheet. 


officer, 


All  corporations  engaged  in  an  interstate  and  intrastale  trade  or  business  and  reporting  to  lit®  Interstate  Commerco  Commission  and  to  any  national,  State,  municipal,  or  other  piibUc 
cer,  may  submit  in  lieu  of  abo**e  Form  copies  of  their  hsbr.ee  sheets  prescribed  by  eaid  Commission  or  State  and  municipal  authorities,  as  at  the  beginning  and  end  of  the  taxable  period. 


7KS  K DMA 


BALANCE  SUSXYB  -  -  - 


ASSETS 


Baal  I*  tat  a  Plant  A  Pun*.  Zap* 

Crop* 

Liv**tock 

Sugar  Pactora  Co.  Ltd.  Share* 

Paa,  Agricultural  Go*  Ltd.  Share* 

4th  Liberty  Bonds  <B  4j£ 

Victory  Kotos  0  >|£ 

War  Saving  Stanpe  A  Mortgagee 
Hawaii lan  Philippine  Sugar  Co*  Share* 
golo*  Store 
Cash 

Basts  Paid  la  Acunmed 
Supplies 

Sugar  in  Coolers 
Accrued  Into root 

Agent® a  Interest  ^ 


Kolar  Sugar  Co* 
Balance  Sheet 
XbocMiter  }lt  191$ 

842,710*36 

542,297*67 

28,212.34 

78,000.00 

33,000*00 

*0,000.00 

>0,000.00 

^.5* 

18,8 76aO 

44,769.99 

11,894**8 
841 .*8 
>4,958.8*  - 

>6, >47 .40 
489*5? 


Paa  Agricultural 
Balance  Sheet 

ftnu  *1*  19*9 
*7.070*4> 


1,890,484*50 


>7.070.43 


LIABILITIES 

Territorial  Income  Tax  Accrued 

Pedaral  Xnoou>  Taxes  1917 

(Xit standing  Drafts 

Agent1 a  Account 

Bent*  Dee 

Account*  Payable 

Deferred  C rod! to 

Capital 

Surplus 


9,172.1V 

30.6u.9s 

5.433.00 

3»007.9« 

9**5.oo 

1,000,000.00 

■  JSti&L&L 
1,890, USV.50 


1V.9V 


39,000.00 


37.070.V3 


No. 

Kekaha  Sugar  Co., 

Vs  • 

David  H.  Blair,  Co 


m  hbloa  suoAn  company 


Asset a 


il  Estate  Plant  and  Perm*  Inp. 
ops 

vostodt 
ent#s  Account 

a  Agricultural  Co.  ltd.  Shares 
h  Liberty  Bonds  ®  4j£ 
otoiy  Notes 

r  Saving  Stoops  A  Mortgages 
Malian  Philippine  Co.  Shares 
loa  More 
sh 

nts  Paid  in  Advance 
ppliee 

gar  in  Coolers 
cruod  Interest 


BAIAKCB  SWEEPS  -  -  -  IKCEHBER  51.  1920 


•  i 


Kb  lea  Sugar  Co.  P»  Agricultural 
Balance  Sheet  Balance  Shoot 
Boo.  31,  1920.  Boo.  31et  1930 


In  ton*  Company 
Adjustments 


Consolidated 
Sal  cm  to  Sheet 


Amendment  a 

fir.  Or. 


Amended  Con* oil- 
dated  Balance  Sheet 
Beoembar  31.  *920. 


907.n6.6i 

601,000.59 

31J60.5S 

a9a.067.Jl 

£,000.00 

50,000.00 


30,000.00 

1,828.00 

85,7*0.00 

60,0U.a7 

19,233.83 


60,709.11 


« 

«Q,553-» 

8,000.00 


S, 6*5.7* 

,000.59 

31,7*0.65 

231,513.96 


<6,227.7* 


50,000.00 
30,000 .00 
1,828 .00 
25,7*0.00 
60,011.27 
19,28.83 


1.051*, 713*50 
601,000.99 
>1,7*0.65 
231,513.96 


90,000.00 
30,000.00 
1,828.00 
9, 740.00 
60,011.27 
19,235.83 


8,688.96 

10,909.00 

_ 


35,*88.96 

10,909.00 


8,688.96 

10,909.00 


2,101,287.79  60.709.U  95»553.8  2,066, *63.53 


2,15.1,671.33 


HABitrma 


err  it  or  ini  Income  Tauoa 
ecroed  to  Bes.  Jl,  1920 
tit  standing  Draft  a 
gent 9  Aoocunt 
oocurts  payable 
bf  erred  Credits 
tapltal 
urplus 


13,461,7* 
5,498.00 
58#017  *97 

8,232.^ 

816.00 

1,000,000.00 

fldQ36.26l.56 

35.000.00 

uw.n 

60,953.8 

8,000.00 

13.661.72 

*,*98.00 

8,232.56 

816.00 

1,000,000.00 

1.019.*«.M 

86.227.78 

13,461.72 

4,496.00 

8,232.54 

816.00 

1,000,000.00 

1.125.663.07 

^101,227.79 

60,709.11 

93,553.8 

2,066,443.59 

86,227.7* 

86,227.7s 

2,153,671.33 

NO. 5098 

Kekaha  Sugar  Co.,  Liiyited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int .  Rev. 
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PROFIT  AND  LOSS  ACCOUNT 


CREDITS 

Sugar  Sales 
Ur)  cl  aliped  Wages 
Profit  on  Live  Stock 
Profit  on  Scrap 

Interest  on  Contractors  Accounts 
Interest  on  Agents  Accounts 
Interest  on  Nctres 

Interest  on  4th  Liberty  Loan  $50,000*00  @  4J$ 
Interest  on  Victory  Notes  $30,000*00  @  3'4$. 
Rent 


The  KolOa  Sugar 
Conpany 

2,  OSS,  638X4 
1C5 .50 

4,256.06 

289*47 

827  »85 
2,125.00 
1,113.38 


2,115,223.4! 


Paa  Agricultural 
Company 


2,300.00 

2,300.00' 


CONSOLIDATED 


2,088,638.04 
105 .50 
4^256.96 
.  289.47 
2, 73S .56 
15,122.68 
827.85 
2,125.00 
1,119.38 
2,300.00 

2,117,523.46 


DEBITS 

Sugar  overestimated  ISIS  Crop 
Depreciation 

Loss  on  Sugar  Factors  Co«,  Ltd*  Shares 
Loss  on  Store  Operations  • 

Capital  Stock  Tax 

Expenses 

Repairs 

Property  Taxes 

Interest 

Profit 


1,173.29 

'31, 181  ,C6 
46,800.00 
11,341.55 

1,3§9.00 
1,383,262.89 
'  14,652.80 

'  31,424.01 

594,018.86 


52.00 

629.93 


446.63 

1,171.44 


I, 173.29 
31,181 .06 
46,800.00 

II, 341.55 

1,421.00 

1,383,892.82 

14,652.80 

31,424.01 

446.63 

595,190.36 


2,115,223.46  2,300.00  2,117,523.46 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


THE  KDLOA  SUGAR 


1920 

January  15 
February  14 
March  15 
April  15 


m 

Inadmissible  Assets 


Hawaiian  Philippi  110  Co.,  ltd.  shares 
tt  n  n  w  n 

n  11  vt  it  « 

11  it  n  it  tr 

tt  n  it  11  it 


Total  Assets  for  Amended  Balance  Sheet  December  3-8*i  19*9 
Deduct:-  Inadmissible  Assets  13,876.10 

Agents  Account  l^l^o^.TS 


Total  Assets  per  Amended  Balance 'Sheet  December  31st  192Q 
Deduct:-  Inadmissible  Assets  25 , 7^0 *0C 

Agents  Account  292,667 .3^ 


Agents  Account 
January  lot,*  1920 
February  1st,  1920 
Msxrch  1st,  1920 
April  1st,  1920 
May  let,  1920 
June  1st,  1920 
July  1st,  1920 
August  1st,  1920 
September  1st,  1920 
October  1st,  1920 
November  1st,  1920 
December  1st,  1920 
December  3^s^»  1920 


m, 563.76 
57,962 .55 

11,066. S3 
302,057.49 
234,154.47  t 
504,210.54 
423,830.14 

514,953  .‘e 


793,200.93 

850,130.92 

223,027.94 

572,712.76 

2Qft.7Ci7.M 


5,525,269.47 


. 

(i)  S*om  of  (e)  Plus  (h) 


Percentage  of  which  (a)  is  of  (i) 


2,265,617.78 

1.0745669 


Average  held  during  year  2,241,272.20  (b) 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

Vs. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 
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Sept,  at 
tote  o f 


See.  31;  1903 
190V 

1905 

1906 

1907 

1908 

1909 

19  to 
1911 
1912 
im 


Repreciafclon  fate  of 

_ 

$21, 186.41  $26,221.1$ 

33,268.93  28,915.63 

34,987*23  89,286*02 

33.487*26  29.392*24 

33,696.83  ^^KJT.TO 

41,388.71  30*177.19 

As 

Allowed. 

41,161.39  29*617*25 


40,836.69 

49.269*39 

43,611.90 


28.999*82 

87.601.93 

27.807.19 


43O.67i.Jt7 


306.398.01 


Exceeaive 

..flftlft*. . 

$9,034.74 
4,393*28 
9,701  *81 
4,139*04 
4,489*13 
11,211.52 

11,944.14 
18,241.07 
21,783.42 
15,604.71 
-J6^384«l8 
122, 313.16 


Addril. 

Depn#  on 

Addn.  to 

Total 
Add’n  to 

Surnlnn. 

$3,608.44 

$  8,643.18 

$  6,643.18 

3,608.44 

744.84 

7,898.34 

3,608.44 

2,092.77 

5.805 .57 

3,608.44 

526.60 

5.279*97 

3,608.44 

880 .69 

4  Lr\-%  rtO 

4,399*28 

3,608.44 

7,603.08 

3,«>J.80 

3,608.44 

7*939.10 

139*50 

3,608.44 

8,632*63 

19,772.13 

3,608.43 

w,  174.99 

37.947.12 

3,608.43 

12,196.28 

36,084.38 


86,228.78 


Depreciation  allowed 
less  Dftjo. 

written  off  ($4,107.72 

(12.708.11 


Old  Mill 
Written  Off 


$81,675*87 


4,859*84 


$36,084.38  Depreciation  on  Old  Mill 

which  should  have  been 

WRITTEN  OFF  prior  to  fan.  1>  1913* 

Hotel*  From  and  including  year  1909  the  internal  tax  inspector  No  ,5098 

allowed  depreciation  of  approximately  6$  o»  ail  property  Kekaha  Sugar  Co,,  Limited,  Appellant 

subject  to  doprooi&t ions  Vs, 

- David  H.  Blair,  Commissioner  o f  Int •  Rev^ 


THE  KDLOJL  SUGAR  COMPANY 


3f!0 


rtf 

STATUTORY  LOSSES 


SCHEDULE  A-22. 


SUGAR  FACTORS  COMPANY,  LTD* 

673  shares  at  $304*34  Market  Value  l&rch  1,  1913 
107  share*  @  Cost 

Sale  of  720  shares  @  $*+0.00 


204, 820  .S2 


124,320.22 


No. 5098 

Xekaha  Sugar  Co.,  Limited  Appellant 

VS . 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


* 


TfiS  XDLOA  SUGAR  OOMPMS 


IOSS2S 

SCHEHJIE  A-23 


On  store  operations 

Sugar  Cverast  iuatafi  1913  Crop 


U.M.S5 

hm&i 

12,51^.84 


i 


No. 5098 

Ke kaha  Sugar  Co.,  Limited  Appellant 

VS. 

David  H.  Blair,  Commissionei*  of  Int .  pev. 


THE  KOLOA  SUGAR  COMPANY 


DEPRECIATION* 


SCHEDULE  A  -  18 


Buildings 

3,381.76 

Carpenter  &  Blksm.  Tools 

108.30 

Electric  Plant 

1,606.67 

Fences 

103.73 

Flumes 

160.00 

Furniture  and  Fixtures 

363.67 

Irrigation  Ditches 

1,327.90 

”  Pipe  Lines 

594.57 

Domestic  Water  Supply 

908.30 

Land  Clearing 

3,541.23 

Land  Amerlioration 

361.83 

Lime  Kiln 

51.66 

Landing 

62.20 

Maps  and  Charts 

179.27 

Mill  Plant 

12,436.61 

Electric  Pump 

249.68 

Spring  Pump  Plant 

123.95 

Rock  Crushers 

10.88 

Reservoirs 

1,515.13 

Railroad 

4,054.32 

Tunnels 

59.40 

Agr.  Implements  and  Tools 

293.31 

Autos  and  T pucks 

1,000.00 

Caterpillars 

1,300.00 

Pine line 

200.00 

Rolling  Stock 

840.00 

34,814.37 


Deduct:-  Distributed 

to  Crops  3 , 633 .31 

$51,131.06 


Kekaha  Sugar  Co 

•  i 

David  H.  Blair, 


No. 5098 

Limited,  Appellant 

VS . 

Commissioner  of  Int . 


Rev. 


THE  XOLOA  SUGAR  COMPANY 
INTEREST  ON  OBLIGATION  OF  THE  U.  S.  A 
SCHEDULE  A-U. 


$i>0,CC0.00  -  4th  Liberty  Bcr.do 

-  Victory  Note* 

0 


(ESecjpticr.a  cleirred) 
Specific 


*C,CGC.iC 

■T 

- v .  v-v  «Vv 

?/«,  0«/C  «C'l/ 


303 

tfS 


1 

A. 

1 

r''xr-'TX' 

uiz/yj-iE 

s,  1C: .cc 

. 

1.119.%. 

0,  12y  .00 

1.119.32 

c ,  lcrj  .C’O 

1 

1 

1 

1 

SflgaKLa 


Non. 


No. 5098 
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« 


THE  KOLOA  SUGAE  COMPAHI 


n? 

OTHEB  INTEREST - SCHEEOLE  A-5 

Interest  on  Customers  Accounts  2,73^*58 

Interest  on  Agents  A.ccounts  15,122*68 

Interest  on  Notes  827 *85 

18,689.11 


No .5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

L8vid  H.  Blair,  Commissioner  of  Int.  Rev* 


THE  KOLOft  SUGAR  COMPANY 


INCOME  FROM  OTHER-  SOURCES - SCHEDUL^  A-  10 


105.50 
4,256  p96 
$39.47 

i  ■  m 

4,^51.95 


Unclaimed  wages 

« 

Profit  on  Live  Stock 
Profit  on  Scrap  Sold 


No. 5098 

Kekaha  Sugar*  Co.,  Limited,  Appellant 

vs. 

David  H*  Blair,  Commissioner  of  Int.  Ijtev. 


THE  KOLOA  SUGAR  COMPANY 


Oil 


4£~/ 

STATEMENT  OP  AFFILIATION 


THE  KOLOA  SUGAR  COMPANY, 

Affiliated  with 


PAA  Agricultural  Company,  LTD. 
c/o  American  Factors.  Limited, 


Honolulu. 


Total  par  value  of  outstanding  Capital 

Stock  at  beginning  of  year  35,000.00 

i 

Total  per  value  of  Outstanding  Capital 

Stock  at  end  of  year  35,000.00 

No  change  of  ownership  during  year 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS  • 

David  H.  Blair,  Commissioner  of  Int.  Rev 


THE  K0L04  SUGAR  COMPANY  Lf 

REPAIRS  -  SCHEDULE  A-14 


Telephone  Lines 
Roads  an"  Bridges 
Pence  3 
Buildings 

Street  7/a  tier  pipes 


747  .21 
953 . 86 
893 .33 
10629.40 
1423.95 

14652.80 


No. 5098 

Kekaha  Sugar  Co.,  Limited  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


mOA  SUGAR  OGMPAWSf 

<mxnm  and  kbcessak?  expenses 

SCHEDULE  A  12 
Total 


Preparing  and  Planting 

Cultivating 

Hex veo ting 

Manufacturing 

Marketing 

Blacksmith  and  Carpenters  Expenses 

Medical  Expenses 

legal  Expenses 

Insurance  Expenses 

Incidentals 

Rents 

Sundry  Hauling 

Firewood  and  Fool 

Forestry 

Surveying 

Camp  Cleaning 

Font  Iona  and  Bo  nations 

Cana  Purchases 

Welfare 

Strike  Claims 

Bonus 


28, 6l6.42 

70,W9.75 
W*5«  05 
142,959.59 
,  499.33 

6,031.04 
.  524.61 

1,811.63 

£»& 

7.729.U 

7,305.^9 
47 .93 

Wj  .It 

1,456.99 

3,661.31 

61,346.78 

C01.48 

189,125.40 

5oC,C15.82 


Oollonblo 
Donat  Iona. 


Balance 


2.795.51 


2,795.51  1,3*1*097^31 


Appellant 


r  of  Int.  Bev. 


I 


I 


I 

I 


I 


I 
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SCHEDULE  E.— CAPITAL,  SURPLUS.  AND  UNDIVIDED  PROFITS  AS  SHOWN  BY  BOOKS 
BEFORE  ANY  ADJUSTMENTS  ARE  MADE  THEREIN. 

E4,  stock  actually  outstanding  at  the  end  of  the  preceding  taxable  (icrioil  should  he  entered  in  this  schedule 
to  theextent  that  It  Is  paid  up.  If  stock  or  shorts  a  »ee  Issued  at  a  i»-ml:tsl  \  0I110  or  without  pnr  value  the  entries 
should  reflect  the  amounts  oo  the  books  in  respect  thereof  a*  tlie  clows  of  lltc  preceding  taxable  period. 

E5.  This  item  should  include  paid-in  surplus  a*  shown  by  l«oofc:<  at  1  he  end  of  tlie  preceding  taxalde  |.«riod. 
If  any  amountls  claimed  under  JwsctlonSXaK^oftlie  Revenue  Act  of  19!<i  or  u.ider  Article  Wef  Regulations 
■45,  the  amount  claimed  should  1*  entered  under  Item  1,  Scliedule  K,  and  not  in  this  schedule. 

E7.  Reserves  which  teprwent  allocation*  of  surplus  and  were  not  accumulated  through  deductions  made 
in  computing  net  income  as  returned  in  previous  years  nvey.if  projierly  explained,  be  entered  as  Item  7.  Such 
entries  should  be  identified  and  if  necessary  reconciled  with  balance-sheet  reserve*. 

EIO.  If  the  corporation  had  on  hand  at  any  time  diming  the  taxable  i*eriod  any  treasury  stock,  copses  of  the 
Journal  entries  covering  the  original  issuance.  repo-scssion  and  any  suleeuuent  a<lju»t  menu  should  be  furoUlied. 
Treasury  stock  includes  all  stork  reacquired  by  tl-e  corporal  Ion  and  not  canceled,  regardless  ot  the  reason  for  the 
aCTJ*Ti*itlon. 


Item. 

Amount. 

i  'epltal  stock  paid  up  and  actually  outstanding  at  the  close  of  t  he  preceding  year; 

2,000,000  *0Q.. 

<  l^QQOpQOOwOQ.. 

Surplus  and  undivided  profits: 

7.  Reserves,  additions  to  which  are  r»ot  deductible  in  computing  nvt  Income 

. 

. 

J 

TO.  D^JtsfttoA  ot)  account  of  treasury  sto^k . . . . 

11.  CilpiraTand  surpfcn  nt  )«*cinntnr  of tnxaMc  per i<*1  &*  thoivn  l»y 

SCHEDULE  F.— ADJUSTMENTS  BT  WAT  OF  ADDITIONS. 


C4.  U  any  property  (including  physical  property,  securities,  aad  intangible  property)  paid  for  with  cash 
or  with  other  tangible  property  entered  on  the  )«oks  of  the  corporation  at  a  value  in  excess  of  the  amount  ot  cash 

paid  therefor  or  the  actual  cash  value  of  the  tangib.e  property  paid  therefor? _ _ _ If  so.  submit  a 

statementshowing  (n  i  kind  of  property,  (ft)  amount  ot  cash  paid  therefor,  (c)  actual  cash  value  of  other  tangible 
property  paid  thereto,  <i)  how  that  value  was  determined,  (r)  value  at  which  the  property  Is  entered  on  the 
looks  of  the  corporal  Ion,  ore!  f»l  excess  of  <e)  over  (ft)  or  (e).  This  excess  must  be  entered  as  Item  4,  Schedule  C, 
for  the  taxable  period. 

W.  lias  adequate  provision  )>eon  made  In  the  account*  of  the  company  for  (a)  losses  of  every 

kind? - - - ,  (ft)  depreciation? - -  (e)  obsolescence? - - - - -  (t)  depletion  of 

mineral  deposits,  Um'-cr  supplies  and  the  like? _ _ _ 

If  adequate  charge  has  not  been  made  for  depredation,  depletion,  obsolescence,  and  other  losses,  and  the 
value  of  the  property  has  not  been  maintained  by  replacements  that  have  been  charged  to  expense,  proper 
additional  charges  therefor  must  be  computed  for  all  years  in  which  they  were  not  made  on  the  books,  and  the 
total  amount  of  such  charges  must  be  entered  as  Item  2,  Schedule  G. 

GG-  Did  the  corporation  ever  receive  a  stock  dividend  on  stock  owned  in  another  corporation? _ 

If  tlie  answer  Is  “yes,”  stale  in  detail  for  each  stock  dividend  received,  (a). date  received,  (6)  from  whom 
received,  (e)  number  of  shares  received,  (i)  par  value  of  shares  received,  (r)  value  at  which  entered  on  its 
books  of  account,  (/)  whether  or  not  aurplus  was  Increased  by  this  value.  If  answer  Is  “yes,”  eater  the  amount 
by  which  surplus  was  increased  as  Item  6,  Schedule  G.  If  unswer  Is  “no,"  state  the  account  in  which  it  was 
included,  (g)  date  of  sale  of  any  of  *he  shares  of  stock  received  as  a  stock  dividend,  (A)  number  of  shares  sold, 
(.’)  amount  received  therefor. 

Non.— If  answers  t  o  tlie  foregoing  questions  Indicate  that  stock  dividends  received  at  any  time  have  been 
treated  as  an  increase  of  surplus,  and  such  Increase  Is  reflected  in  the  computation  of  invested  capital  in 
returns  for  any  or  all  of  the  taxablr  period  <1917, 1918,  and  1919,  amended  returns  should  be  filed  for  such  tax- 


able  period  or  periods  in  which  this  error  occurred. 

Item. 

Amount. 

1.  Valuation  of  patents,  copyrlifbtx,  *«cret  processes,  or  formulrr,  good  wiil, 
trade-marks,  trade  brands,  franchises,  or  other  intangible  property _ J 

* 

?.  Valuation  of  tandM**  property  paid  in  for  st»»ck. . . . . 

'  TadorS}.  Ioc6*p6  SiaisDff . 

4  Aw,wrt,lton  iaditicpaa  WtHvewial . 

. 39voe5.ci . 

. 10,322.90 . 

Xnp oto  -axes  Accxxuad  lo  Dec.  33 

fi.  Stock  dividend  on  dock  hehl  in  nnotci'r  rorporatloii . . . ft. 

9 

7.  Totat.  Dkpvctkw . .r...r. _ 

-  .  **9J49»8l . 

SCHEDULE  H. -CHANCES  IN  INVESTED  CAPITAL  DURINC  TAXABLE  PERIOD. 


FI.  If  an  addition  to  Invested  capital  is  claimed  in  Item  1,  Schedule  F.  submit  a  statement  showing 
(<i)  the  kind  of  property,  (61  the  yearin  which  It  was  paid  In,  (')  from  whom  acquired,  explaining  Ms  relation¬ 
ship  to  the  corporation,  (J)  the  actus!  cash  valnc  of  such  property  at  the  date  when  paid  in,  (»)  the  par  value  of 
stock  or  shares  issued  thereto  and  the  amount  at  which  such  property  was  entered  in  the  accounts,  (f)  the  l**i» 
upon  which  the  actual  cash  value  of  the  property  was  determined  and  the  date  when  such  determination  was 
made,  and  (f)  the  amount  of  depreciation  sustained  on  Mich  property  'rom  the  dateof  acquisition  to  the  i<ecirmlng 
of  the  taxable  period. 

FZ.  If  an  addition  to  invested  capital  is  claimed  in  Item  2.  schedule  submit  a  statement  showing 
(a?  the  kind  of  property,  (ft)  the  year  in  which  it  was  acquired,  (c)  its  cost,  (if)  the  amount  of  depredation  sus¬ 
tained  or.  such  property  from  the  slate  of  acquisition  to  the  liegtnning  of  the  taxable  period.  State  slxo  whether 
each  item  sought  to  restored  was  actually  used  or  usa)  fie  at  the  beginning  of  the  taxable  period.  Were  tliese 

expenditures,  »  ben  made,  written  off  in  lien  '..'depreciation? _  It  so,  explain  what  adjustment* 

ha vo  been  raado  [o  provide  for  depreciation  in  view  of  the  proposed  restoration  to  surplus.  Additions  In  this 
Item  are  cumulative  to  the  beginning  of  the  taxable  period.  For  all  additions  hereunder  provision  must  1« 
made  for  depreviat  ion  to  the  beginning  of  the  taxsi  «ie  period. 

FA  If  any  addition  to  Invested  capital  is  claimed  in  item  3.  Schedule  F\  state  specifically  tlie  amount  ot 
depreciation  written  o!T  each  year  in  the  books  ot  the  company  and  the  amount  allowed  m  a  deduction  In  com¬ 
peting  not  income.  Additions  to  this  item  are  cum>tlotive  to  the  beginning  of  the  taxable  period. 


Item. 


Amount. 


1.  Actual  cash  value  of  tangible  property  clearly  and  suinlantlalN  In  excess  of 
par  value  ol  stock  issued  thereto  or  of  the  cash  or  other  consideration  paid 
thereto  ( Articles  KSf.  and  JC7) . . . - . 


7.  Additions  to  surplus  r  Articles  stn  to  xii!) . . . . .  . 

X.  Depreciation  or  depletion  rhen-ed  in  the  .-count*  ol  tile  corporation  but 
disallowed  by  the  Department  as  a  deduet  Ion  on  income  tax  returns - 

l.  Totat . . .....  .  . . 


SCHEDULE  G.— ADJUSTMENTS  BY  WAY  OF  DEDUCTIONS. 

Gl.  Is  any  patent,  copyright,  secret  process,  or  formula,  good  will,  trade-mark,  trade  brand,  franchise,  or 

other  similar  intangible  property,  paid  in  for  stock,  earned  as  an  asset  by  the  corporation? _  If 

not  entered  specifically  as  such.  Is  the  intangible  value  merged  under  any  other  title  or  titles  on  the  books  or 

balance  sheets  submitted  with  this  return? . . . .  Is  it  entered  on  the  books  at  a  value  in  excess  of  its 

actual  cash  value  when  paid  in?  . .  In  excess  o(  the  par  value  of  the  stock  issued  thereto? _ 

Is  the  aegsagate  of  such  assets  acquired  pnor  to  March  3, 1917,  entered  on  the  books  at  a  value  in  excess  of  23  per 

cent  of  the  par  value  of  tlie  stock  outstanding  on  March  3, 1917? -  Is  the  aggregate  of  such  assets 

entered  on  tlie  book*  at  a  value  in  excevs  of  '.’ft  percent  of  the  par  value  of  tlie  slock  outstanding  at  the  beginning 
of  the  taxable  period?  ........... _ 

If  the  answer  to  any  of  the  foregoing  questions  is  “yes,”  submi*  a  statement  showttir  separately  with  respect 
to  such  assets  acquired  (I)  l-efore  March  3, 1917.  and  Cl)  on  or  after  that  date,  («)  date  of  acquisition;  (ft)evh 
.•Blue  at  that  date,  with  a  complete  cxplana’ion  of  the  l-asis  upon  which  such  cash  value  was  determined: 
(c)  par  value  of  the  stock  issued  therefor:  (d)  ;>ar  \ aluc  of  total  stock  outstanding  March  if,  1917:  (r  j  par  value 
of  total  stock  outstanding  at  the  ’>eginnirc  of  the  taxable  period;  (/)  the  value  at  which  such  assets  are  entered 
on  the  books  of  the  corporation. 

If  all  the  intangibles  were  acquired  is-iore  March  :t,  1917,  the  amount  by  which  (J)  exceeds  (ft),  (c),  2ft  per 
cent  of  (d ),  or  23  per  cent  of  (i ),  whichever  is  lowest ,  mu*  t  Imcn'ered  as  Item  I ,  Schedule  (i,  to  the  taxable  period. 

If  the  intangible*  wore  acquired  on  or  after  March  3, 1VI7,  the  amount  b--  with  b  the  entry  in  (/'  relating  to 
such  Intangibles  exceed*  (6)  or  <c )  relating  thereto,  or  23  per  cent  ol  (• ),  whioliever  Is  lowest,  most  le Included 
in  Item  1,  Schedule  G,  to  the  taxable  period:  I'm  Med,  That  If  intangibles  were  acquired  before  March  3, 1917, 
and  also  on  or  after  that  date,  deduction  shall  be  made  so  that  the  amount  Included  in  Invested  capita)  lor  the 
aggregate  ol  intangibles. shall  lot  exceed  ?S  per  cent  of  the  par  value  of  the  toto  Mock  oittstandisgat  the  beginning 
of  the  taxable  period. 

Ncre*.— If  the  stock  of  the  corporation  waa  Issued  at  a  nominal  value  or  » tthout  par  value,  to  the  purpose 
of  the  computation  under  Item  1,  the  par  value  shall  I*  deemed  to  1-e  the  fair  market  value  aa  of  the  data  or  dates 
of  issue.  The  aggregate  value  so  determined  of  stock  outstanding  on  March  3, 1917,  or  at  the  beginning  of  the 
taxable  period,  shall  be  the  basis  to  the  computation. 

G2.  Is  any  tangible  property,  paid  in  to  stock,  carried  as  an  asset  by  the  corporation? - - 

If  ao,  is  it  entered  on  the  books  at  a  value  in  excess  of  its  actual  cash  value  wlien  received?  ... _ _  In 

excess  of  the  par  value  ot  the  stock  paid  thereto? ... _ 

If  the  answer  to  either  of  the  last  two  question*  is  “yea,  ”  submit  a  statement  showing  («)  kind  of  property, 
(ft)  when  acquired.  (c>  par  value  of  the  stock  paid  thereto,  (d)  actual  cash  value  of  the  property  when  paid  in, 
(c)  the  basis  on  which  that  value  was  determined,  (f)  value  at  which  the  property  Is  entered  on  the  corporation's 
books,  and  (9)  amount  by  which  such  value  exceeds  the  allowable  va*ue  under  Section  326(a)  (2)  of  the  Revenue 
Act  of  IS?  8.  Enter  this  amount  as  Item  2,  Schedule  G ,  to  the  taxable  period. 

G3.  Was  the  business  reincorpanted.  reorganiied.  or  consolidated  or  w*»  its  ownership  changed  or  was  there 
a  change  in  ownership  ot  proper.  >  after  March  3. 1917? .  If  so.  answer  tlie  following  questions: 

(a)  Did  an  Interest  of  30  per  cantor  more  in  the  business  or  in  the  property  which  changed  ownership  remain 
in  the  control  of  the  same  persons,  corporation*,  association*,  or  partnerships,  or  of  any  of  them? _ 

(ft)  Ware  any  of  the  asset*  enr«red-on  the  books  of  the  corporation  malrinp  this  return  nt  a  higher  value  th«»* 
on  the  books  of  Its  prederres&r?  .... _ _ 

(c)  If  such  previous  owner  was  not  a  corporation,  attach  a  statement  showing  (1)  the  cost  of  acquisition  to 
the  previous  owner  of  any  asset  ao  transferred  or  received,  (7)  expenditures  subsequent  to  that  date  to  betterment 
or  development  not  deducted  as  expense  or  otherwise  since  March  f ,  1912,  by  such  previous  owrxr,  (3)  the  allow¬ 
ance  for  depreciation,  depletion,  or  impairment  since  the  date  of  acquisition  by  mcli  previous  owner. 

(<f)  If  all,  or  substantially  all,  of  the  property  was  acquired  from  a  corporation  during  the  taxable  period, 
attach  hereto  balanre  sheets  of  such  predecessor  corporations  as  at  the  beginning  of  the  taxable  period  and  as  at  the 
date  Immediately  prior  to  the  transfer  of  the  property  to  the  corporation  making  the  return,  and  also  a  bet  nee 
sheer  or  statement  of  the  corporation  making  this  return  showing  the  values  at  which  such  property  received 
or  trar.  stored  were  entered  on  the  hooks. 

For  the  purpose  of  determining  Invested  capital  each  asset  so  transferred  shall  sot  be  allowed  a  greater  value 
than  wouid  ha  vo  been  allowed  to  the  previous  owner.  If  a  corporation;  or.  If  not  a  corporation,  at  its  cost  to 
such  previous  owner,  with  prv  ,ier  adjustments  for  louses  and  Imprevrmcc** 


1.  Ob  tinges  In  invested  capital  during  the  taxable  i»-riod  ordinarily  arise  in  one  or  more  of  tho  following 
ways: 

Additions— 

(aj  Ily  sale  of  capital  atoefc  tor  ie*h  or  by  the  iwue  ol  capital  stock  to  tangible  or  other  asset*. 

(6):  By  payment  of  .vsessments  by  stockholders  or  by  creation  of  psiddn  surplus  by  contrilsitlon  of 
stockholder*. 

Deduction*— 

(e)'By  liquidation  o.'  part  of  the  capital  by  retirement  of  stock  or  by  purchase -of  treasury  stock  not 
out  of  current  eamiugs. 

(<f>  By  payment  ot  cash  dividends  out  of  earnings  of  prior  years. 

(r)  By  payment  of  Federallncome  and  profits  taxes  for  previous  years. 

The  changes  with  respect  to  taxes  will  occur  in  nearly  every  case.  Should  no  change*  be  noted,  the  reason 
for  the  omission  should  be  stated. 

2.  The  following  instructions  should  be  followed  in  making  the  above  adjustments;  eocli  item  should  be 
designated  as  an  addition  cr  deduction,  deduction  being  designated  by  red  ink: 

(■)  If  stock  is  Ivsucd  to  cash,  the  actual  cash  received  (loit  not  the  amount  of  discount)  should  ho  entered 
In  tldescawtulc.  A.— t-  (ether  then  ca-li )  pei*1  in  fee  stock  must  t«  valued  In  accordance  with  Section  !W a)  (2) 
of  the  Revenue  Act  of  191*. 

(c)  If  capital  stock  of  the  corporation  Is  reacquired  but  not  paid  to  out  of  cnrreul  profits,  the  cost  of  such 
stock  should  be  deducted  from  in  vested  capital. 

(<f)  Report  dividends  paid  out  of  profits  ol  prior  years  but  not  dividends  paid  out  of  profits  of  the  taxable 
period.  Any  distribution  made  during  the  lint  «0  days  of  the  taxable  period  shall  be  deemed  to  have  l>cen  made 
from  earrings  or  profits  accumulated  during  the  preceding  taxable  period;  butany  distribution  made  during  the 
remainder  of  the  taxable  period  shall  lie  deemed  to  liave  been  made  from  the  profits  for  that  period  to  the  extent 
that  such  profits  are  sufficient,  i  Jkc  Articles  V>7  arid  1349,  Regulations  43.) 

(t)  The  amount  of  Federal  Income  and  profits  taxes  payable  should  bo  prorated  and  deducted  as  of  The 
•lutes  when  due  and  payable  whether  reserves  have  been  set  up  on  the  books  or  not.  (See  Article  843.) 

The  average  adjusts*!  deduction  to  lie  entered  in  column  7  equals  total  income  and  profits  lax  multiplied 
by  0.4214. 

3.  Tlie  data  called  for  in  columns  1  to  3  should  be  given  to  aii  trensocuonj.  except  that  columns  2  and  4 
n.  t  app.  •  -able  only  to  the  issue  or  rcacqnlslllon  ot  tlie  corjxtniUon'*  stock. 

t.  In  column  •'•  enter  the  numiicr  of  days  remaining  In  the  taxable  period  (Including  the  date  ot  change). 

5.  The  net  than:res  not  rejortHd  in  ■Schedule  L,  If  not  in  accordance  wit  b  the  'ncrcascs  or  decreases  reflected 
in  the  balance  sheets,  should  lie  fully  reconciled  therewith. 


1.  Natnrt*  of  additions 
and  deductions. 

1$2C 

3.  Number 
of  shares 
sold  or  re¬ 
acquired. 

4.  If  to 
cosh,statc 
price  per 
share. 

3.  Amount  of  cash 
or  cash  value 
actually  received 
or  paid  out. 

c. 

Number 
of  days 
effective. 

t.  Adjusted  avijaec. 

/  ColomB  6  X  Column  ft\ 

\  'So.  diyi  la  Uii^W  / 
period. 

,X)tn.*>.r4$ 

.1-2 

2-£ 

. 

> 

V...  _ 

jlC.QOOaQO 

10,000*00 

«....9»972*6d 

9,125.68 

3..F»  jdtoxal.in 

i.-coreTax 

•  ® 

...>3 

.6^3 

6 . 

1 

|59920.e60. 

293 

200.. 

108 

■ 

13-3 

5 

23,920.79. 

Lftt-py 

. 

_ _ 

_  _  . 

9. 


N.rr  Tseng  axe  ox  Deque*** 


k- 


SCHEDULE  J. — INADMISSIBLE  ASSETS. 

Has  tl:e  corporation  any  inadmissible  assets  (I.  e.,  stock*,  bonds,  and  other  obligations,  except  obligati  one 
of  the  Vmted  States,  the  income  from  which  is  nr*,  taxable)? - 

If  so,  attach  hereto  a  statement  showing  to  the  taxable  period  the  facts  called  for  In  Item*  (a)  to  (J)  ot  this 
schedule. 

If  the  Income  from  such  assets  consists  lu  part  of  gain  or  profit  from  the  sale  or  other  disposition  thereof,  or 
if  all  or  port  of  the  1  merest  deri  ved  from  such  assets  is  In  e  fleet  Included  In  the  net  Income  because  of  the  limitation 
on  the  deduction  of  interest  under  Section  234(a)  (2)  of  the  Revenue  Act  of  1918,  then  a  corresponding  part  of 
the  capital  invested  in  such  awers  Is  <U*med  an  admissible  asset.  In  such  case  act  forth  la  detail— 

(at  the  various  kinds  of  income  derived  from  such  assets  and  the  computation  of  the  part  of  the  capital 
Invested  therein  which  is  deemed  an  admissible  asart. 

For  tlie  purpose  of  this  schedule  Inadmissible  assets  shall  bo  valued  at  cost  of  acquisition,  except  that  if  the 
corporation  is  a  dealer  in  sccuri  t  les  and  Inventories  such  assets  in  accordance  with  Article  1383,  Regulations  43,  such 
inventory  figure  shall  constitute  the  measure  of  value.  Admissible  assets  shall  be  valued  as  provided  in  Sections 
320,330,  and  331  of  the  Revenue  Act  of  1918  and  Articles  S31-WT9, 901-934,  and  941  of  Regulations  43.  The  average 
amount  of  assets  of  each  kind  held  during  any  year  mey  ordinarily  be  determined  by  dividing  by  2  the  sum  of 
the  amount  of  such  assets  held  at  the  beginning  of  the  taxable  period  and  the  amount  held  at  the  end  of  the  taxable 
period.  In  such  case  the  amount  of  admivdbt»  assets  may  best  be  determined  from  (1)  the  balance  sheet  as  at  the 
beginning  of  the  period  adjured  with  respect  to  the  Items  In  Schedules  ¥  and  G  and  (2)  the  balance  sheet  as  at 
the  end  of  the  penodcofrecpoodlngly  adjusted.  But  I  fat  any  time  durtagthctaxable  period  asubstenUalchenge 
>.*■  tutrwrr  place  in  the  amount  of  such  assets,  the  average  amount  must  be  determined  aa  provided  in  Article 
832  of  Regulations  43.  In  such  case  show  In  detail— 

(ft,  The  computation  of  such  amount; 

(r)  Amount  of  inadmissible  assets  held  at  beginning  of  the  taxable  period; 

(<f)  Amount  of  inadmissible  assets  held  ut  end  of  taxable  period; 

(r)  Average  amount  of  inadml-'ilile  assrts  held  during  laxublc  permd. 

(/)  Amount  of  admissible  wset.  ,.>  la  at  Icguuiingol  taxable  period; 

(jtj  Amount  of  admissible  h-sj-As  i.*ld  at  the  end  of  taxable  per'od, 

(It)  Average  amount  of  admissible  assets  held  during  taxable  period: 

(()  Sum  of  (O  pink  (*): 

0)  Percentage  which  (r)  is  of  («). 

This  percentage  ( •)  should  be  applied  to  the  amount  appearing  an  line  7,  Schedule  B,  in  order  to  obtain  the 
deduction  on  account  of  inedmledhle  assets,  which  should  beenterad  on  line  8,  Schedule  B.  s— io>» 
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SCHEDULE  L-— RECONCILIATION  OF  NET  INCOME  AND  ANALYSIS  OF  CHANGES  IN  SURPLUS. 


$... . 

QCl  12.  Unallowable  deduotUm*: 

$ 

2 

795 

2  Non  taxable  income: 

(s)  Interest  00  obligations  of  the  United  States  and  to  possessions 

wholly  exempt - - -  — 

(ft)  Interest  00  oblfcallons  of  States,  Territories,  and  political  sub- 

divisions  thereof  - - — - 

(c)  Interest  on  Farm  Loan  Bonds  touod  under  Federal  Farm  Loan 

. i 

awi 

...s 

$5  Income  and” profits  taxes  paid  to  tha  United  States*  its  pce- 

eeeeloQS*  or  foreicn  countries  . . . . . . 

(e)  Special  Improvement  taxes  tending  to  increase  tho  value  of  the 

property  assessed . . .  . 

(4)  State,  county,  and  municipal  taxes  paid  by  banks,  and  other 
corporations  based  on  the  value  of  their  capital  stock ..... 

— 

(e)  Furniture  and  fixtures,  additloos,  or  betterments  treated  as 

tj)  Dividends  on  stock  of  domestic  corporations  and  from  foreign 

corporation*  taxable  by  Uie  United  Stales  on  their  net 

( f )  Replacement  and  renewals  _  _____ 

(e)  Dividends  on  stock  ofpersnna!  service  corporations  out  of  rare- 

Cgj  Insurance  premiums  paid  on  the  life  of  snv  officer  or  employee 

CO  Froths  which  are  derived  from  the  sale  of  vessels  and  which  are 
cxemnt  under  beet  km  23  o(Jh«  Merchant  Marine  Aetof  1920 — 
(7)  other 

W~ 

m 

(3)  Interest  on  indobtednoss  incurred  or  continued  to  purchase  or 
carry  securities  (other  than  obligations  o.  the  United  Statos 
lssaed  after  September  24. 1917),  the  Interest  upon  which  Is 
wholly  exempt  from  taxation _ _ _ _  _ 

(<)  Additions  to  sinking  fund  reservo,  and  reserves  for  bad  debts 
and  other  contingencies  (to  be  detailed): 

0) . - . 

50 - 

-a* 

-46i- 

*■ 

(3) - - - 

3.  Charges  against  reserves  for  bad  debts,  contingencies, etc,  (to  be  detailed): 

_  _ _ _ 

(2) _  ...  .  ....  .... 

a) . 

_ 

O)  Other  unallowable  deductions  (to  be  detailed): 

(l) _  ,  '  _ 

(r) 

(2) . 

4  Total  of  I tains  l  to 3,  inclusive _ _ ........... . . . . 

$ . . 

wr 

5S5~ 

r«r 

(3) . . . 

5.  Total  from  Item  13 _ _ _ — ........ . . . . . 

2 

W'. 

5* 

13.  Total  of  Item  12 . 

$ . 

. 2L 

8.  Net  profit  for  year  as  shown  by  books,  before  any  adjustments  are 

made  therein  (Item  4  minus  Item  5) . . 

?.  Surplus  and  undivided  profits  as  shows  by  balance  sheet  at  dose  of 
prcoodlpff  taxable  period  —  .....  -  . . , _  _ 

5.. . . 

H: 

%£■ 

I!' 

14.  Dividends  paid  during  the  taxable  period  (state  whether  paid  in  cash, 
stock  of  this  company,  or  other  property): 

(s)  Date  paid  IjT ....  Character  . . . 

$ 

240 

000 

00 

8.  Other  credits  to  3«^£be 

100 

00 

(6)  Dato  paid _ _  Character . . . . 

(e)  Dato  paid .  Character. . . 

. 

(o) - 

$)  _  _  _  _ 

"  '  rm 

“■ 

(d)  Date  paid . . .  Character . . 

.145... 

6s6 

22 

(c) . 

KyraSnSar  tmarfo  d#r»i 

(a) _  TwAAMi.  nWwaa  _ 

9.  Total  at  Items  C  to  8.  inclusive . 

*  1  iVjb;  _ 

r5*r 

ij" 

(ftllgiwwl  ♦rvwIwY  Tneena  ^nflTTIPlt 

...AS- 

.461.. 

Z*~ 

10.  Total  from  Item  16 . ! _ _ _ ',393... 

»f 

$0r 

(0 . . 

taxable  period  (Item  9  minus  Item  10) . |$... 

mt. 

ir 

1  hi.  Tot*!  of  Items  14  aud  13 . . . . . . 

s . . 

3S5- 

Is; 

SCHEDULES  SUPPORTING  SCHEDULE  A. 

The  following  schedules  must  be  furnished,  and  those  prepared  on  separate  sheets  should  be  firmly  attached  to  this  return.  Enter  name  and  address  of  corporation  on  each  sheet. 


SCHEDULE  A2:  COST  OF  GOODS  SOLD.  EXCLUSIVE  OT  EXPENSES,  REPAIRS.  AND  OTHER 
ITEMS  CALLED  FOR  SEPARATELY. 

If  engaged  In  a  trade  or  business  In  which  the  production,  purchase,  or  sals  of  merchandise  of  any  kind 
Is  an  Incorm'.prtxV.dng  factor,  (a)  secure  from  the  Collector  of  Internal  Revenue  and  file  as  a  part  of  this 
return .  Certificate  of  In  rente  17.  Form  112*.  and  (ft)  fill  In  the  following  schedule,  entering  ou  Una*  3  ana  5,  Immedi¬ 
ately  before  the  amount  column,  the  letters  MC,"  or  ‘‘C  or  M,"  to  Indicate  that  Inventories  are  valaed  at  either 
cost,  or  cost  or  market,  whichever  is  lower. 

(11  Merchandise  bought  lor  Mia . . f _ _ 

(2)  Cost  of  manufacturing  or  otherwise  producing  goods.  (Submit  schedule 
showing  principal  Item*  of  cost,  the  minor  Items  being  grouped  In  one 

amount) - - - - - - - - - 


(3)  Plus  Inventory  at  beginning  of  year.. 
(«)  Total _ 


- 1... . . 


(S)  Lets  Inventory  at  end  of  year. _ _ _ _ _  _ _ 

(8)  Cost  of  goods  told . . . . . .  | _ 


SCHEDULE  A3:  CROSS  INCOME  FROM  OPERATIONS  OTHER  THAN  TRADING  OR  MANU¬ 
FACTURING. 

Submit  a  schedule  showing  the  nature  and  amount  of  the  principal  Items  Included  herein,  the  minor  Items 
being  grouped  In  one  amount.  (For  Insurance  companies  sea  pegs  2  of  Instructions,  paragraphs  2  and  X) 

SCHEDULE  A4:  TAXABLE  INTEREST  ON  OBLIGATIONS  OF  THE  UNITED  STATES  AND  WAR 
FINANCE  CORPORATION  BONDS. 

If  interest  was  derived  during  the  taxable  period  from  Liberty  Bonds  or  other  obligations  of  the  United 
States  Issued  since  September  1, 1917  (except  Victory  Liberty  Loan  3)%  Notes),  or  WarHnmiee  Corporation 
Bonds,  secure  from  the  Collector  and  Ole  as  a  pen  of  this  return  Schedule  of  Taxable  Interest  on  Liberty  Bonds, 
Form  1125. 

State  the  amount  of  Victory  Liberty  Loan  3{%  and  4*%  Notes  originally  subscribed  for  and  still  owned 

at  the  date  of  filing  this  return,  I _ 

State  the  amount  of  Fourth  liberty  Loan  4i%  Bonds  originally  subscribed  for  and  still  owned  at  the  date  of 

filing  this  return,  X _ _ 

If  this  Is  a  consolidated  return.  Ole  Form  1125,  and  answer  the  above  questions  for  meh  of  the  corporations 
composing  the  affiliated  group  which  owned  during  the  taxable  period  taxable  obligations  of  the  United  States 
and  war  Finance  Corporation  Bonds,  as  each  affiliated  corporation  is  entitled  to  the  exemptions. 

SCHEDULE  AS:  TAXABLE  INTEREST  FROM  ALL  OTHER  SOURCES. 

Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  items  Included  herein .  the  minor 
items  being  grouped  In  one  amount. 

(1)  Have  you  Included  In  this  Item  any  Interest  on  preferred  stock? _ If  so,  how  much? 

(2)  Have  you  Included  in  this  Item  any  Federal  Income  tax  paid  at  souree  la  pursuance  of  tax-free  covenant 

bonds? _ If  so,  how  ranch?  3 _ — _ 

'  For  interest  on  foreign  bonds  submit  a  schedule  showing  (•)  Dame  of  country,  (5)  kind  of  obligations  (whether 
national ,  State,  municipal,  or  corporate),  (c)  amount  of  principal,  and  (<f)  amount  of  Interest. 

SCHEDULE  A9:  DIVIDENDS  ON  STOCK  OF  FOREIGN  CORPORATIONS. 

Submit  a  schedule  showing  (1)  with  respect  to  each  foreign  corporation  taxable  by  the  United  States  on 
to  net  Income.  («)name  of  corporation,  (8)  country ’In  which  organised,  (c)  total  par  valos  of  stock  owned,  and 
<<t)  amount  of  dividends:  (?)  same  information  with  respect  to  each  fords  corporation  not  taxable  by  the 
United  states  on  Its  net  income. 

SCHEDULE  A10:  CROSS  INCOME  FROM  ALL  OTHER  SOURCES  (net  war  »  with 

respect  to  isle  of  cspttsl  t easts  or  mlTstlarnsns  fanestms nt»). 


.  Submit  a  statement  showing  character  and  amount  o:  _ 

being  grouped  in  One  amount.  (For  ecfaedules  to  be  submitted  bv 
tlons,  paragraphs  4  to  7.) 


Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  Items  Indnded  herein,  the  minor 
Items  being  grouped  In  one  amount.  The  total  of  the  schedule  Should  be  entered  ns  Item  10,  Schedule  A. 

SCHEDULE  A12:  ORDINARY  AND  NECESSARY  EXPENSES  (exceptramoants  -ifft  Mr  separately  la 
Schedule  A). 


the  minor  Items 
companies  seepages  of  Instroe- 


SCHEDULE  A13:  COMPENSATION  OF  OFFICERS. 

^J:ubmJLa  *^'i>c  »bow,ng  for  each  officer  (1)  name,  (2)  duties.  (3)  time  devoted  t©  such  duties.  (4)  share*  of 
stock  owned  or  controlled:  («)  preferred,  (6)  common;  (6)  total  compensation  for  the  t- -,.>*»  pvfad.  and  (6) 
amount  of,  and  reason  lor  increase,  if  any,  over  preceding  period.  k  ' 

Submit  a  schedule  showing  far  each  amnkrree  (if  a  stockholder  of  tha  corporation),  wheat  compensation 

le  at  the  rate  or  mono  or  more  per  annum,  taels  similar  to  thoee  called  lor  In  reepect  to  cfFcers.  * 

SCHEDULE  A14:  REPAIRS  (1m  fading  labor,  *np|B to.  overhead,  end  ether  heme  properly  chargeable  to 

Submit  a  schedule  showing  the  natnre  and  amount  of  the  principal  Items  Included  herein,  the  minor  Items 
being  grouped  in  one  amount.  (For  classification  of  repairs  see  pegs  2  of  Instructions,  paragraph  X) 

SCHEDULE  A16:  TAXES. 

Submit  a  schedule  showing, separately  for  each  class  of  taxes  deducted,  (a)  character,  and  (6)  amount. 
Federal  Income  and  profits  taxes,  taxes  which  are  a  credit  under  Section 239,  taxes  aseteaed  against  locrl 
benefits  of  a  kind  tending  to  Increase  the  valos  of  tho  property  assessed,  and  State,  oounty .  and  mumdoal  taxes 
oald  by  tanks  Mid  other  corporations  based  on  the  value  of  their  capital  stock  are  not  allowable  deductions  In 
°  ,UCh  eorporattoa3-  (Se#  Anlck  46c’  Regulations  45,  and  Section  234(a)(3)  of  the 


SCHEDULE  A17:  DEBTS  ASCERTAINED  TO  BE  WORTHLESS  AND  CHARGED  OFF  WITHIN 
TAXABLE  PERIOD. 

.Submit  a  schedule  showing  the  amount  (•>)  arising  from  sales,  or  services  previously  reported  as  inoome: 
(8)  arising  lrom  other  sources  (intercet,  rent,  royalties,  etc.)  previously  reported  as  Income;  (c)  arising  from 
sources  other  than  those  specified  alwve  (to  beitemi/ed).  (See  Article  151,  Reflations  45.) 

SCHEDULE  A13:  EXHAUSTION.  WEAR  AND  TEAR  (Including  obsolescence). 

If  a  deduction  is  made  on  account  or  depredation,  the  fotk>wlng  schedule  must  be  filled  In,  and  the  total 
amount  claimed  therein  should  correspond  with  the  figures  reflected  In  the  talanoe  sheet.  Land  values  must 
not  be  Included  In  this  Schedule.  (Sec  page  2  of  Instruction*,  paragraph  10,  and  Articles  181  to  171,  Regu¬ 
lations  45.) 


Kind  of  property. 
(If  buildings,  stat* 
the  maesrial  of 
which  constructed.) 

Date 

acquired. 

A«* 

MM 

acquire.!. 

Cost .  or  1 1 
acquire.  1  prior 
to  Mnr  1 .  IMA. the 
f:t|e  market  value 
eti  that  ilate. 

(■reliable 
llfo  alter 
ae«|iilre- 
meut. 

Amount  of  depredation  charged  off. 

This  year. 

ITsviocs  yean. 

_  _  _ 

% . 

f-  ,  _ 

8. . . . 

1 

Total _ 

.wrirr 

S . . 

8 . . . 

Non.— If  obsolescence  Is  a  factor  In  determining  your  deduction  attach  a  statement  showing  tho  amount 
.  claimed  for  the  taxable  period  and  the  bails  on  which  computed. 

SCHEDULE  A19:  DEPLETION. 

If  a  deduction  Is  claimed  on  account  of  depletion,  secure  from  tbecollector  Form  D  (minerals),  Form  E(coal). 
Form.  F  (miscellaneous  nonmetali).  Form  O  (oil  and  gas),  or  Form  T  (timber),  fill  In  and  file  with  return.  If 
complete  valuation  data  has  been  filed  with  questionnaire  in  previous  rears,  then  file  with  this  return  informa¬ 
tion  necessary  to  bring  your  depletion  schedule  up  to  date,  setting  forth  In  full  statement  of  all  transactions  bear¬ 
ing  on  deductions  or  additions  to  value  of  physic*!  assets  with  explanation  of  how  depiction  deduction  for  tax¬ 
able  period  has  been  determined.  In  case  of  tlmlwr  this  should  be  done  by  filling  in  Form  T  (timber). 

SCHEDULE  A22:  PROFIT  OR  LOSS  ON  SALES  OF  CAPITAL  ASSETS  AND  MISCELLANEOUS 
INVESTMENTS  (Including  UqnKisfttig  dividends). 

In  case  of  disposal  of  property,  resulting  in  a  profit  or  loss,  the  following  schedule  must  be  filled  In,  nring 
a  separate  line  for  each  asset. 


1.  Kind  of  property. 

2.  Date 
acquired. 

3.  Age 
when 
acquired. 

4.  Cost,  or  11 
acquired  prior 
to  Mar.  1.1913.  the 
fair  market  value 
on  that  date. 

5.  Cost  of 
subsequent 
Improve¬ 
ments,  if  any. 

0.  Depreda¬ 
tion. 

7.  Sale  price  or 
liquidating 
dividends. 

$... . 

% . 

5 . . 

i 

; 

1 

Total  . . 

, . 

4 

s . 

Net  profit  or  loss  (total  of  columns  C  and  7  minus  total  of  columns  4  and  5).  8. 
Stnte  what  amount.  If  any,  Included  in  column  4,  represents  goo-1  will ..  3.. 


If  any  of  the  assets  wore  acquired  prior  to  March  1. 1913,  stats  how  the  fair  market  value  on  that  dato  was 

determined  . . . . . . . . . . . . 

In  of  exchange  of  property,  submit  evidence  substantiating  the  basis  used  In  arriving  at  the  market 

value  of  property  received . . . 

SCHEDULE  A23:  LOSSES  SUSTAINED  DURING  THE  TAXABLE  PERIOD  AND  NOT  COM¬ 
PENSATED  FOR  BY  INSURANCE  OR  OTHERWISE. 

A  schedule  similar  to  the  one  requested  above  -hoc Id  lie  submitted  with  respect  to  Iaa»*  of  property  aria- 
lug  from  fires,  storms,  shipwreck,  or  other  casualty,  or  from  theft,  and  not  compensated  for  by  Insurance  or 

otherwise,  except  that  column  7  sh  ' '  '  - -  - - - -  - 

dividends.’  ’ 


r  should  show  “Insurance  and  salvage”  Instead  of  “bale  price  or  liquidating 


in  accord- 


SCHEDULE  A28:  AMORTIZATION  OF  WAR  FACILITIES. 

The  amount  claimed  as  a  ttoluction  under  this  item  should  be  substantiated  bv  schedule  prepared 
once  with  Section  21*a) »,  Revenue  Act  of  19l\  Articles  IK!  to  188,  inclusive,  oi  Regulations  45. 

DISCOUNT  AND  PREMIUM  ON  BONDS  SOLD. 

There  must  he  attached  to  the  return  a  schedule  showing  In  detail  each  Issue  and  sale  of  bonds  of  the 
reporting  corporation  giving  the  follow  Inv  Information:  ‘a)  Class;  (ft)  date  of  sale;  (e)  maturity:  (d)  amount  sold; 

(rlamount  rrall/ed:  (/>  premium  or  dlxvautt  per  annum.  _ 

That  proportion  <>(  the  premium  or  discount  applicable  to  the  return  period  must  be  reported  olther  as  Item 
10  or  15,  Schedule  A .  pare  1.  unless  I  he  amount  0!  premiums  or  discount  has  been  reported  aa  income  or  allowed 
asa  deduction  in  prlorycars.  (Sec  Artlrleill,  Regulation'-  45.) 


We,  tho  'undersigned,  president  nod  treasurer  of  the  corporation  for  which  this  return  is  made,  beinj  severally  dulv  sworn,  each  '**r  himself  deposes  and  says  that  this  return, 
including  the  accompanying  schedules  and  statements,  has  been  examined  by  .him  and  is,  to  tho  best  of  his  knowledge  and  belief,  a  trie  uu<l  complete  return  made  in  good  faith,  for  tho 
taxable  period  as  stated,  pursuant  to  the  Revenue  Act  of  1918  and  the  Regulations  issued  under  authority  thereof. 


10 

Sworn  to  ami  subscribed  before  me  this _ 

Slgntd 


—  day  of . 

T.  I.  Alim, 


_  ....  1921. 


3igm£ 


Allen  W.  T.  BottonUj 


Seal  of  officer 
making  affidavit  ; 


3.  M.  Lowrey 


Preside.it. 


Nota ry  Public 

(Official  capacity.) 


Treaiv.r 


2 


IF  RETURN  IS  FOR 
CALENDAR  TEAR  1920 
FILE  IT  WITH  THE 
COLLECTOR  OF  INTERNAL 
REVENUE  FOR  YOUR 
DISTRICT  ON  OR  BEFORE 
MARCH  15,  1921 

IF  FOR  A  PERIOD  OTHER 
THAN  A  CALENDAR 
YEAR  THE  RETURN 
SHOULD  BE  FILED  ON  OR 
BEFORE  THE  15TH  DAY 
OF  THE  THIRD  MONTH 
FOLLOWING  THE  CLOSE 
OF  SUCH  PERIOD 


C3TXCS  COPT,  Pa2e  1  ot  Return  LXHXEH  HD.  12 

HForm  1120— UNITED  STATES  INTERNAL  REVENUE  SERVKJIT 

CORPORATION  INCOME  AND  PROFITS  TAX  RETURN 

FOR  CALENDAR  YEAR  1920 

Or  for  period  begun  ..jteamry  19  .30,  and  ended I H.Cgsfe9£.3l»  19  20 


If  th.ii.tliw> 
ccawincludw 
hh  than  SMfOO 
from  CvNrn* 
man t  con¬ 
tract*.  pro- 
cur.  from  th. 
Collector  of 
Internal  Rev¬ 
enue  for  your 
dktrkt  Form 
1120  S,  execute 
and  file  the 
earn,  ax  a  part 
of  thi.  return. 


“  1 


(PRINT  PLAINLY  CORPORATION’S  NAME  AND  BUSINESS  ADDRESS) 

IBS  TAIiei  SUGAR  MIL  G0K>AHT 
<*>  AJEEICAH  T'ACTCEBS,  LIMITED, 

HONOItfLD,  TESHIT0KY  0?  EAKAII* 


CASH 


CHECK 


M.0. 


CERT. 

•flND. 


(DO  NOT  WRITE  IN  THIS  SPACE) 


Examined  by 
Audited  by 


FIRST  PAYMENT 


Cashier’s  Stamp 


KINDOFBUSINESS— . .  IS  THIS  A  CONSOLIDATED  RETURN 


SCHEDULE  A— TAXABLE  NET  INCOME. 


CROSS  INCOME. 

1-  Gross  sales,  lees  returns  and  allowances -  -  ....  ...  . .  ... 

1 -  1 

$  1 

2.  Less  cost  of  goods  sold,  exclusive  of  expenses,  repairs,  and  other  items  callod  for  separately 
below  (from  Schedule  A2) -  ....  . . .  ...!_. 

3.  Gross  income  from  operations  other  than  trading  or  manufacturing,  lees  allowances  (from  Schedule  AS). 

J  HP _ V  1  .  _ _ a  _  _  .Li: a  * aL  _  lf-.’i-  J  Oe-e  _ _ 1  tf*.  _  TXT _ /I . -.eJ.J1  T».  _»  /  r  tn  ' 


A4). 


5.  Taxable  interest  from  all  other  sources  (from  Schedule  A5) _ _ _ i _ 

6.  .  . 

7.  Royalties _ _ _ _ _ ; _ 

8.  Share  of  net  income  earned  by  personal  service  corporation  during  its  accounting  period  (whether  received  or  not) _ 

9.  Dividends  on  stock  of  (a)  foreign  corporations  (from  Schodulo  A9),  $ . . . . ;  and  (6)  domestic  corporations, 

except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  1, 1918,  $ _  Total .. 

10.  Gross  income  from  all  other  sources  (not  including  any  amount  reported  in  Item  22,  below)  (from  Schedule  A10) _ 

11.  Totai.  or  Items  1  to  10 _ _ _ _ _ _ 

DEDUCTIONS. 

12.  Ordinary  and  necessary  expenses  (except  amounts  reported  in  Item  2  above  or  called  for  separately  below)  (from  Schedule 

13.  Compensation  of  officers  (including  salaries,  commissions,  and  other  compensation  in  whatever  form  paid)  (from  Schedule  A13)| 

14.  Repairs  (including  labor,  supplies,  etc.)  (from  Schedule  A14) _ _ _ _ _ _ 

15.  Interest  (see  page  2  of  Instructions,  paragraph  9) _ _ _ _ _  _ 

16.  Taxes  (from  Schedule  A16) _ _ _  _ _ _ 

17.  Debts  ascertained  to  be  worthless  and  charged  off  within  the  taxable  period  (from  Schedule  A17) _ 

18.  Exhaustion,  wear  and  tear  (including  obsolescence)  (from  Schedule  A18) _ 

19.  Depletion  (from  Schedule  A19) _ _ _ 

20.  Total  or  Items  12  to  19 _ 

21.  DxrruzKCZ  Between  Items  11  and  20  _ 


-764- 

-194. 

...43 

-46 

* 

...642. 

1 

!?- 


.!jlk 


Si 

5S 


JO.  -8* 


k - 


23 

Jto 

.22 

9fl 


22.  Profit  or  loss  on  sales  of  capital  assets  and  miscellaneous  investments,  it 

23.  Losses  sustained  during  the  taxable  period  and  not  compensated  for  by  insurance  or  < 

(Extend  to  last  column  sum  of  or  difference  between  Items  22  and  23) _ 


;  dividends  (from  Schedule  A22). 
(From  Schedule  A23.) 


J22j 

N 

A 

• 

} 

1  > 

5* 


24 .  Net' income  for  taxable  period  exclusive  of  deductions  for  dividends  and  amortization  (sum  of  or  difference  between  Items  21  and  23,  the  latter  as  extended). s _ J 

25.  Dividends  on  stock  of  (<x)  foreign  corporations  taxable  by  the  United  States  on  their  net  incomes,  and  (b)  domestic  cor-  ‘ 

potations,  except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  1,  1918 _ _ 

26.  Amortization  of  war  facilities  (from  Schedule  A 28) -(extend  total  of  Items  25  and  26) _ 


i 


27. 

28. 
29. 


Net  Income  roa  Taxable  Period  (difference  between  Items  24  and  26.  the  latter  as  extended — to  be  entered  as  Item  5,  Schedule  D) _ ; _ 

Less  deduction  provided  in  the  first  paragraph  of  Section  23,  Merchant  Marino  Act  of  1920  (sec  page  1  of  Instructions,  paragraph  4) _ 

Net  income  of  a  corporation  owning  ships  engaged  in  foreign  trade  (amount  to  be  used  only  in  computing  profits  tax  in  Schedule  D) . . 


.77.0. 


.411 


V& 


_33&— 202.  JD 


-Qto. 


^ZOSLLSi. 


-36 


-3S 

5* 


SCHEDULE  B— INVESTED  CAPITAL. 


Item. 


AMOUNT. 


1.  Capital,  surplus,  and  undivided  profits  at  beginning  nf  taxable  perind  as  shown  by  books  (from  Schedule  E,  Item  11)  -  _ 

s _ 

Y& 

501  76 

2,  Plus  adjustments  by  wav  of  additions  (from  Schedule  F,  Item  4)  .  .  . .  . . 

$_  . 

4.  Lees  adjustments  by  way  of  deductions  (from  Schedule  G,  Item  7).  _  _ :  ,  -  - - - - —  — . —  —  --  _ 

& 

L.fe 

1-56 

5.  ItEMATNniCR  _  ...  _  _ _ _  _ 

$  .  __ 

6.  Plus  or  minus  changes  in  invested  capital  during  taxable  period  (Net  Increase  or  Decrease  from  Schedule  H) .  . . . 

-68 

,23 

7.  Total  (on  Remainder)  _  _  ,  .  _  _ _ _ 

* 

_2 nijsg 

8.  Less  deduction  on  account  of  inndmissiKlo  assets  (from  Scbed tile  J)  _  —  -----  _  _ _ _ _  _ 

_ L.23 

60 

9-  Invested  capital  for  taxable  period.  (If  return  is  for  a  period  less  than  a  full  year,  see  poeo  2  of  Instructions,  paragraph  11)- - - - 

« _ 

-27fl.--.I7i 

SCHEDULE  C— EXCESS  PROFITS  CREDIT. 

K 

Msst 

L® 

- £ 

l.o« 

u» 

3.  Excess  Profits  Credit  (Item  1  plus  Item  2).  (If  return  is  for  a  period  less  than  a  frill  year,  see  page  2  of  Instructions,  paragraph  11) - 

$  - 

a 

SCHEDULE  D— COMPUTATION  OF  TAXES. 


1.  BxaCexts. 


1.  Net  income,  not  in  excess  of  20%  of  invested  capital. _ jS, 

2.  Balance  of  net  income. _ 


3.  Totals  computed  under  Section  301(b) _ 

4.  Excess  Profits  Tax,  if  computed  under  Sections  302,  303,  304(c)  or  337  of  the  Revenue  Act  of  1918  (see  page  2  of. Instructions,  paragraph  14)  ~ 


5.  Net  income  for  taxable  period  (Item  27,  Schedule  A) _ 

8.  bees:  Taxable  interest  on  obligations  ot 
United  states  and  War  Finance  Cor¬ 
poration  Bonds  (Item  4,  Schedule  A).. 

7.  Excess  profits  tax  (Item  3  or  4,  column 
6,  Schedule  D)  or 


la  taxes 
from 


A  Excess  profits  end  war 
(Item  16.  Fornt  11208. 

Government  contracts) _ 

9.  Exemptions,  except  tor  foreign  corpora¬ 

tions,  12,000  unless  return  is  tor  less 
thane  ye or  (see  page  2  of  Instructions, 
parairaph  11) - 1. . | - 2 _ QOO  QO 

10.  Balance  subject  to  income  tax  (Item  5,lewlteins6, 7,  and' 


44^1 


9,  or  Item  5,  lew  Items  6.  8.  and  9). 


Tax  of  10%  on  Item  10. 


-.120  -2.15  -X3 


12.  Total  tax  (Item  3,  4,  or  8  plus  Item  11). 

13.  Less:  Income  and  profits  taxes  paid  to 

foreign  countries  or  possessions  at  the 
United  States.  (See  Sections  2SS  Kid 
340(c)  of  Revenue  Act  of  191S). 


14.  Income  tax  withheld  at  the  source  In 
case  of  a  foreign  corporation  not  en¬ 
raged  in  a  trade  or  business  within 
the  United  States,  and  not  ha  vine  any 
office  or  place  of  business  therein - 


2UL  -9«T..-.flfrl5.  Balance  of  tax  (Item  12  minus  Items  13  and  14) . 


-5= 


JU9-J.13-..9P 


AMENDED  RETURNS.  j 

An  amended  return  must  bo  plainly  marked  “Amended  ’’  across  the  face  of  the  return .  i 


CHECKS  AND  DRAFTS. 

Checks  and  drafts  wiU  be  accepted  only  if  payable  at  pax 


at  vour  Collector’s  office. 


NO. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 


3—1047} 


Page  8  of  Return 
QUESTIONS. 


KIND  OF  BUSINESS. 


1.  By  of  the  key  letters  given  below,  identify  the  corporation’*  mein  income- 

producing  activity  with  one  of  the  general  closes,  and  follow-  this  by  a  special  description 
of  the  business  sufficient  to  give  the  information  called  far  under  esch  general  class. 

JL— Agriculture  and  related  industries,  including  fiahing,  logging,  ice  harvesting,  etc.. 
including  ™  leasing  of  snob  property.  State  the  product  or  products.  B. — Mining  and 
quarrying,  gas  ana  dl  wells.  Include  the  leesing  of  such  property.  State 

the  product  or  products.  C«— Manufacturing.  State  the  product  and  also  the  material 
if  not  implied  by  the  of  the  product.  D. — Construction — excavations,  buildings, 
bridges,  railroads,  ships,  etc.,  also  equipping  and  installing  wane  with  systems,  deviose, 
or  machinery,  without  their  manufacture.  State  nature  of  structures  built,  materials 
used,  or  kind  of  El.— Transportation— rail,  water,  local,  etc.  State  the 

kind  and  special  product  transported,  if  any.  E2. — Public  utilities— gae  (natural,  coal, 
or  water) ;  electric  light  or  power  (hydro  or  steam  generated) ;  heating  (steam  or  hot  water); 
telephone;  waterworks  or  power.  E8. — Storage— without  trading  or  profit  from  sales— 
(elevators,  warehouses,  stockyards,  etc.)  State  product  stored.  E4. — Leering  transpor¬ 
tation  or  utilities.  State  kind  of  property.  F. — Trading  in  goods  bought  and  not  pro¬ 
duced  by  the  trading  concern.  State  manner  of  trade,  whether  wholesale,  retail,  or  com¬ 
mission,  and  product  handled.  Sales  with  storage  with  profit  primarily  from  sales.  G, — 
Service— domestic,  including  hotels,  restaurants,  etc.:  amusements;  other  professional, 
personal,  or  technical  service.  State  the  service.  H. — Finance,  including  banking, 
real  estate,  insurance.  I. — Concerns  not  falling  in  above  classes  (a)  because  of  combining 
several  of  them  with  no  predominant  business,  or  (b)  for  other  reasons.  i 

2.  Concerns  whose  business  involves  activity  falling  in  two  or  more  of  the  above 
general  classes,  where  the  tame  produrt  is  concerned,  should  report  business  as  identified 
with  but  one  of  the  above  general  classes;  for  example,  concerns  in  A  or  B  which  also 
transport  and  market  their  own  product  exclusively  or  mainly,  should  still  be  identified 
with  classes  A  or  B;  concerns  in  C  (manufacturing*'  which  own  or  control  their  source  of 
material  supply  in  A  or  B  and  which  also  transport,  sell,  or  install  their  own  product 
exclusively  or  mainly,  should  be  identified  with  manufacturing:  concerns  in  D  may, 
control  or  own  source  of  supply  of  materials  used  exclusively  or  mainly  in  their  construc¬ 
tive  work:  concerns  in  El  or  £2  may  .own  or, control  the  source  of  their  material  or  power; 
concerns  in  F  may  transport  or  storp  their  own  merchandise,  but  its  production  would 
identify*  them  with  A,  B,  or  C. 

3.  Answers: 

(a)  General  class  (use  key  letter  designation) _ _ — 

(b)  Main  income-producing  business  (give  specifically  the  information  called  for 

under  each  key  letter,  also  whether  acting  as  principal,  or  as  agent  on  comrois- 

sion: 


OTHER  CONCERNS  IN  SAME  BUSINESS. 

i 

4.  Enter  on  the  following  lines  the  names  and  addresses  of  five  representative  concerns 
in  your  Iocalitv^|ect^on  ^tlre^unl^eng^g^in  the  same  kind  of  business: 

. ©xa-Xoloft  Sugar  Co. . . L — 

. Thr  Lllra*  Plantation  Co, . . . ~~  * 

. Ifetee  Sugar  Co. . - - - J — 

. 


Co. 


•V  Date  of  incorporation 
0.  fnder  the  laws  of  what  State  or  countrv.. 


INCOR^a^N^  ^ 


REORGANIZATION  AND  ACQUISITION  OF  MIXED  AGGREGATES  OF  ASSETS. 

Ha-,  the  corj*oration,  or  any  of  iu  prtrlemtsorx.  been  reorganized,  or  has  it,  or  any 
of  it*  /jrrdrcegxort,  taken  over  a  going  business  or  acquired  a  mixed  aggregate  of  tangible 
suwl  intangible  property,  and  paid  for  such  property  in  whole  or  in  part  with  stock  or  other 

securities  since  the  close  of  the  preceding  taxable  jveriod? . . . L . 

8.  If  so.  furnish  a  brief  narrative  history  of  the  business  and  submit  a  statement 
showing: 

la)  The  name  of  the  concern  takAi  over  -’or  from  which  the  property  was  acquired); 

lb '<  The  nature  of  the  assets  and  liabilities  so  acquired; 

lr)  The  total  par  value  of  the  stock  issued  therefor; 

id)  The  value  at  which  each  class  of  assets  was  carried  on  the  books  of  tho  concern 
beta  whidt  acquired  (submit  a  balance  sheet  of  the  predecessor  concern  as  at  the  date  of 
acquisition  or  as  at  the  close* of  its  last  accounting  penod  prior  thereto); 

(si  The  value  at  which  each  item  was  carried  on  the  books  of  the  corporation  making 
this  return,  and  full  details  of  My  adjustments  subsequently’  made  pertaining  thereto  and 
the  basin  on  which  such  revaluation  was  made. 

9.  If  patents,  copyrights,  secret  processes  or  formula?,  good  will,  trade-marks,  trade 
brands,  franchises,  or  other  intangible  property  were  acquired,  state  tho  basis  on  which 
thetr'valug  KUs  determined  and  how  they  were  paid  for. 

10.  If  at  the  time  of  any  purchase  or’ reorganization  as  contemplated  in  question  7,  any 
property  was  entered  on  tho  books  of  the  reorganized  concern  or  any  vendee  predecessor  at 
a  value  in  excess  of  that  at  which  it  was  carried  on  the  books  of  the  vendor  concern,  state 
the  basis  on  Which  tho  revaluation  was  made. 

AFFILIATIONS  WITH  OTHEri  CORPORATIONS  (TO  BE  ANSWERED  BY 

EVERY  CORPORATION). 

11.  Does  the  corporation  own  directly  or  control  through  closely  affiliated  interests  or 
by  a  nominee  or  nominees  over  50  per  cent  of  tho  outstanding  voting  capital  stock  of 

another  corporation  or  of  other  corporations? 

m  t_  - _ pa _ _ _ a  -a _ _ A  a _ % • 


12.  Is  over  50  per  cent  of  your  outstanding  voting  capital  stock  owned  by  another  cor¬ 


poration  or  by  two  or  more  corporations  that  are  affiliated? 


13.  Is  over  50  per  cent  of  your  outstanding  voting  capital  stock  as  well  as  over  50  per 
cent  of  the  outstanding  voting  capital  stock  of  another  corporation  or  of  other  corpora¬ 
tions  owned  or  controlled  by  the  same  individual  or  partnership  or  by  the  same  individuals 

or  partnerships? - - - 


14.  If  the  answer  to  questions  11, 12,  and  13,  or  to  any  of  them,  is  “yes,”  answer  the 
following: 

(a)  Did  the  corporation  file  Affiliated  Corporations yuestirmntire,  Form  819,  for  1917  or 


treat  taxable  years?  Answer  “Yes”  or  “No’ 
is  “yes,”  a 


If  the 


to  this 


_  _ _ _  _  _ _ is  not  reouired.  except  under  the  circumstances 

in  question  $).  If  the  answer  tothis  question  is  “no,”  and  the  answer  to 
questions  11,  lz,and  13,  or  to  any  of  them,  is  “ye*”  procure  from  the  Collector  of  Internal 
Revenue  tor  you r  district  Form  819,  which  shall  be  filled  out  and  filed  as  a  pert  of  this 
return.  If  the  answer  to  this  question  is  “no,”  question  (5)  need  not  be  answered. 

(b)  Did  substantially  the  same  conditions,  as  sxe  set  out  in  the  questionnaire  filed  for 
1919  or  prior  years,  obtain  during  the  entire  taxable  period  19207  Answer  “Yes”  or 

“No”  . .  If  the  answer  to  this  question  is  “no,”  a  statement,  setting  forth  the 

particulars  in  which  the  situation  has  changed,  Aould  be  attached  to  and  made  a  pert  of’ 
this  return.  If  there  have  been  substantial  changes  in  stockholdings,  a  complete  schedule 
of  such  changes  should  be  submitted  in  the  form  prescribed  in  Tables  3  and  6  of  the 
questionnaire.  If  there  are  companies  other  than  those  covered  by  the  questionnaire  for 
1919  or  prior  years  which,  applying  the  tests  contained  in  questions  11, 12,  or  13,  may  have 
come  into  the  affiliated  group  since  1919,  a  questionnaire,  Form  819,  is  required  for  the 
entire  group  for  the  taxable  period. 

VALUATION  OF  CAPITAL  STOCK. 

15.  What  was  the  fair  value  of  the  total  capital  stock 
in  the  last  assessmeoL.  iL&ny.  of  the  capital  stock  tax? 


aa8eaa3§&iffiWra< 


yaw* 


as  determined 
Date  of  that 


PREDECESSOR  BUSINESS. 

16.  Did  tho  corporation  file  a  n^jwn  under  the  same  name  for  tho  preceding  taxable 

period?  Answer  “Yes”  or  “No” _ If  not,  was  the  corporation  in  any  way  an 

outgrowth,  result,  continuation,  or  reorganization  of  a  business  or  businesses  in  existence 

during  this  or  the  preceding  taxable  period?  Answer  “Yes”  or  “No” _  If 

answer  is  “yes,”  give  name  and  address  of  each  predecessor  business. 


BASIS  OF  RETURN. 


17.  Is  this  return  made  on  the  basis  of  actual  receipts  and  disbursements? _ 

If  not,  describe  fully  what  other  basis  or  method  was  used  in  computing  net  incomo _ 

Cmm 


GOVERNMENT  CONTRACTS. 

IS.  Have  any  adjustments  been  mado  during  the  taxable  period  on  account  of  con¬ 
tract  or  contracts  with  the  Government  or  its  agencies  or  in  any  Government  contract  or 
contracts  from  which  the  corporation  derived  income  directly  or  ij^hrectly,  through  the 

operations  of  a  claim  board  or  otherwise?  Answer  “  Yes”  or  “No _ If  so,  state 

the  amounts  involved  $ _ :  whether  or  not  juch  amounts  are  included 

in  this  ret  lrn _ _ _ _ _ ;  and,  if  not,  was  an  amended  return,  accounting  far 

the  additional  incomo,  filed  for  tho  taxable  period  in  whici  the  contract  was  termi¬ 
nated? _ Submit  a  schedule  showing  full  particulars  of  the  contract,  date 

entered  into,  date  the  work  ceased  under  said  contract  or  contracts,  and  the  amount  and 
nature  of  the  adjustment. 

AMORTIZATION. 


13.  lias  amortization  been  claimed?  Answer  “Yes”  or  “No”  _ _ _ If  so, 

state  for  what  year _  Amount  $ _ _ _ 

PREPARATION  OF  RETURNS. 

20.  Did  the  corporation  employ  anyono  especially  to  prepare  or  advise  in  the  prepara- 

£&• 

•ion  of  this  return?.  Answer  “Yes”  or  No” -  If  so,  give  name  and  address 

and  state  to  what  extent  such  assistance  or  advice  was  received _ 


LIST  OF  ATTACKED  SCHEDULES. 

Enter  below  a  Kst  of  all  schedules  accompanying  this  return,  giving  for  each  a  brief 
title  and  the  echedule  number.  ' 

Cl)  Balance  Sheets  Dee.  31,  1913  and  19201 

\Z)  lMdnd.mil.  ism.  -  Eabednl*  J; 

. 

— m~-ssBS9Bti-xTfr . c«s) . mmsannor 

-^CilT-Sohsdal  wtrszi - - -  — 


SCHEDULE  K.— BALANCE  SHEETS. 

Attach  hereto  balance  sheets  as  of  the  beginning  and  end  of  tho  taxable  period  (preferably  in  parallel  columns),  showing  as  nearly  as  practicable  the  details  called  for  below.  (These 
balance  sheets  should  be  prepared  from  the  books  and  should  be  in  agreement  thereuntil,  or  any  differences  should  be  reconciled,  and  if  this  is  a  consolidated  return,  balance  sheets  should , 
be  furnished  in  accordance  with  paragraph  8  of  pngc  1  of  Instructions.) 


ASSETS. 

Cash  ( Including  cub  In  bank  and  on  hand,  cwtlfl- 
catas  of  deposit,  ate.). 

Ttada  accounts  (before  dadpodng reserve*  lor  low*.). 
Notes  receivable  tram  cnscmnaia. 

Othar  accounts  and  nataancatwbla  (to  bsdasslflxl). 
Invaatorfes: 

Raw  materials. 

Work  In  progrea*. 

Flalihed  product*. 

Supplfcs. 


Bonds— 

U.  S.  bonds  and  obligations  (sacb  lssn*  to  1  ie 
ttatsd  separstaly). 

F.xsmpt  (mnnldpiO,  State,  etc.). 

Other. 


ASSETS— Ceufiaued. 

Investments  canfinaad. 

Stock  of  corporation*-- 
Fordo- 
Domestic. 

Loans  and  advances; 

To  officer*  and  employe. 

Toothers. 

Deferred  ebaixas  to  intare  operations  ( to  be  detailed). 
Fixed  assets: 

Land. 

BaUdlng*- 

Machinery. 

Tool*  and  minor  equipment. 

,  Delivery  equipment. 

1  iffice  furniture. 

Othsc  ( state  character). 

Total. 


ASSETS— Continued. 

Fixed  eseets  rcnttiwiart 

Less  reserves  for  depredation  (show  separately 
amount  applicable  to  each  fixed  astro).* 

Nit  Vaunt. 

Patents,  good  srQL  and  other  Intangible  assets: 
Paid  for  In  cash  or  other  tangible  property, 
raid  for  In  stock  (other  than  stock  dividends). 
Created  by  stock  dividend  or  otherwise. 

Discount: 

On  bonds. 

On  nock. 

Total. 


LIABILITIES. 

riSSKv*  stockholders. 

To  others  (including  bank  loans). 


Trade. 

Othro. 

Accrued  expanses  mil  raearsea.  th»  obargf ,  ousting 
which  are  allowable  dsdnetfena  from  acome  (to 
be  detailed).  „  * 

Unerase,  the  charges  creating  which  not  allow¬ 
able  deductions  from  lnoome: 

Reserves  for  losses  on  notes  and 
rmtYtbk. 

Other  reserves  (to  be  detailed' 

Capital  dock  eufefendtng  (to  be  .lasslfled). 

Surplus  and  undivided  profits. 

Total. 


accounts 


*Karorves  for  depredation  may  be  deducted  from  the  respective  asset  accounts  or  itemised  on  the  liability  sido  of  the  balance  sheet. 

All  corporations  engaged  in  an  interstate  and  intrastate  trad?  or  business  and  reporting  to  the  Interstate  Commerce  Commission  and  to  any  notional,  State,  municV'jal.  or  other  public 
officer,  may  submit  in  lieu  of  above  Form  copies  of  their  balance  sheets  prescribed  by  said  Commission  or  State  and  municipal  authorities,  as  at  the  beginning  and  end  c .  the  taxable  period. 


s— 100s 
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THE  WAIMEA  SUGAR  MILL  COMPANY 


BALANCE  8HEETS  DECEMBER  31,  1919  and  1920. 


3 1 3 


ASSETS 


BALANCE  PER 
BOOKS  BBC. 31 «  1^19 


AMENDMENTS 


Real  Estate  Plant  &  Eviilipoaent 

I72,9lf3*74 

Crops 

130,088.16 

Supplies 

864.55 

Cash 

3,616.7 « 

Advance  to  Planters 

4,865.17 

A  gent*  s  Account 

— 

Accounts  and  Notes  Receivable 

2 27. 18 

Bogar  Factors  Co,  Ltd.  8bares 

10,100.00 

Liberty  Bonds 

39,550.00 

Victory  Notes  6  3Jjt 

10,000.00 

Hawaiian  Philippine  Sugar  Co.8harss 

4,421.90 

Deferred  Charges 

6,075*25 

tend  Clearing 

682.26 

BeedCane  Field 

10.77 

383,445.78 


DR. 


CR. 


»,  363*65 
29,832.13 


2: 


AMENDED  BALANCE 
Deo.  31,  1919. 

l60, 580.11 
100,256.03 
864.55 

>•  616,78 
*,865.17 

227.1 8 
10,100.00 
39,550*00 
10,000.00 
4,421.90 

6,075*25 
682.26 
10.77 


341,250.00 


BALANCE  PER  BOOKS 
DEC.  31,  1920 

181,166.83 
90,795*11 
1,834.83 
4,394.62 
780.82 
164, 14$  .39 
103,070.74 

35,550.00 

10,000.00 

6,030.00 

5,482.99 


AMENDMENTS 

m.  CR. 


1:8:1 


AMENDED  BALANCE 
DEC.  31 st,  1920 

168,380.08 

84,561.76 

1,834.83 

4,394.62 

780.82 

164,148.29 

103,070.74 

39,550.00 

10,000.00 

6,030.00 

5,482,99 


607,254.23 


588,234.13 


LIABILITIES 

Territorial  Income  Tax  Accrued 
Wages  IXlb 
Account  a  Payable 
,  Draft y  Out ct ending 
Agent* s  Account 
Capital 
Surplus 


3,545.45 

4,570.68 

1,027.74 

35,800.75 

125,000.00 

■2.VU5ffil*l6. 


.42025., 7g 


5,545.45 
4,570.68 
1; 027 *74 

35,800.75 
125,000 .00 

afa,3Q5,.3fi 


6,974.69 

3,902.35 

6,571.04 

568.04 

125,000.00 
jfilsr  “ 


M  -V  1SI.Q2QAQ, 


383,445.78  42,195.78  *  42,195.78 


341,250.00 


607,254.23  19,020.10 


.19,020.10 


6,974.69 

3,902.35 

6,571.04 

568.04 

125,000.00 

.445^17.,  29., 


588,234.13. 
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T  gg  lAIMSA  SUGAR  MILL  CO  . 
EXHIBIT  1. 

W  A  I  M  S  A  01  TOR  , 

LEASED  LAID. 

1/3  of  Ditch  on  Fee  Siraole  Land* 

2/3 - -  “-'-Leaned  '  '  J" 

Water  Turned  on  Sect.  $r.A«  15357 


Dec.  31 

Total. 

2/3rda. 

Amortization. 

Balance 

1903 

$36,278.50 

$24,185.67  (1/Srd  Ts) 

$  604.64 

$23,581.03 

1904 

— 

— 

1,813.93 

21,767.10 

1905 

— 

— 

1,813.93 

19,953,17 

19CS 

— 

— 

1,813.93 

18,139.24 

1907 

— 

— 

1,813.93 

16,325.31 

1908 

— 

— 

1,813.93 

14,51138 

1909 

— 

— 

1,813.93 

12,697.48 

1910 

— 

— 

1,813.93 

10,883.53 

1911 

8,565.57 

5,710.33 

2,765.65 

13,828.25 

1912 

30,660.85 

20,440.57 

6,853.76 

27,415.06 

1915 

5,610.23 

3,740.15 

7,788.81 

23,366.40 

1914 

500.00 

333.33 

7,899.91 

15,799.82 

1915 

—  , 

— 

7,399.91 

7,899.91 

1916 

I 

— 

3,949, 98 

3,949.96 

1917 

. _ 

•— 

3,949.95 

181,615.15  $54,410.10 


Nc.5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  R.  Blair,  Commissioner  of  Int. 


Rev. 


iVLm.t\z. 


m  mm  m&  aikk 

i* 

APPCTDIX  ■A*. 


W  AIMS  A _ DITCH 


Dee.  31 

Balance  Balance  Balance 

per  per  per  * 

Exhibit  1.  Exhibit  2.  Total  Boots. 


Dsbit 

Surplus 

I 


t 


Credit 

Surplus 


1919  17,636.35  17,636.35  30,000.00  12,363.^5 

1920  17,213.25  17,213.25  3C  ,000.00  12,78545 


No. 5098 
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VS . 

David  H.  Blair,  Commissioner  of  Int.j  Rev. 


LlftDKV  #  IS 


/fb/ 


W  A  I  a  g  A  3  P  0  A  R  MILL  C  0  . 
U1HA  D  I  T  C  H. 

APP5B0IX  "3* 
rzz  SIMPLE  LAND 


1/3  of  Dltoh  on  Tee  Simple  Land* 
2/z  4  ;  ~  _^,eaaed  Land,  ~ 

crater  turned  on  £»pt.  2.  19Q3.~~ 

Dec.  31 


1903 

36,278.50 

12,002.83  (l/3rd  Tr. ) 

275.00 

6.82$ 

11,817.83 

1904 

___ 

825.00 

a 

10,992.83 

1905 

— 

825.00 

a 

10,167.83 

1906 

— — 

__ _ 

825.00 

a 

9,342.83 

1907 

— — — 

— 

825.00 

a 

3,517.83 

1908 

825.00 

a 

7,692.83 

1909 

— 

— - .. 

325.00 

a 

6,867.83 

1910 

825.00 

a 

6,042.83 

1911 

8,565.57 

2,855.19 

177.98 

2.00$ 

8,720.06 

1912 

30,660.85 

10,220.28 

382. 37 

a 

18,557.97 

1313 

5,610.23 

1,870.08 

419.77 

a 

20,008.28 

1914 

500.00 

166.67 

423.10 

a 

19,751.85 

1915 

mmrn 

— — 

423.10 

0 

19,328.75 

1916 

— — 

— 

423.10 

a 

18,905.65 

1917 

- . 

423.10 

a 

18,482.55 

1918 

— — 

— — _ 

423.10 

a 

13,059. 45 

1919 

— - 

— _ 

423.10 

a 

17,836.35 

1920 

-  — 

— 

423.10 

a 

17 ,213.35 

81,615.15  37,215.05 
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MNMH  #12 


SUE  WAIMEA  SUGAR  Mttt  COMPAOT  -  -  -  -  IHflUMSSIBU:  ASSETS  - - SCJ/fiCULB  *<T*  <>  |  •*; 

Snadmlsaibla  assets  Says  Effective  Amount  Effective 

>920 


January  19 

February  14, 

March  19th 

April  19th, 

MawUam  VtlUtopiw  Go*  Shares 

e  •  •  • 

•  *  *  # 

•  OCR 

*  ■  »  • 

4,421.90 

200.95 

200.95 

602.85 

_ SfiliJL. 

$6,030.00 

366 

35* 

322 

% 

4,421.90 

193.26 

176.79 

460 .96 
. 429.90 

$5,702.61  («) 

Deduett 

total  Assets  per  Amended  Balance  Sheet  Beoenfcer  Jl,  19 1$ 
Inadmissible  assets  421*90 

Agent’s  Account  — 

341,250.00 

4,421.90 

336,823.10 

Bedroll 

total  Aeeets  per  Amended  Balance  Sheet  December  31 *  1920 
Inodtdeeible  Assets  6,030.00 

Agent1*  Account  164,148*29 

588,234.13 

170,178.29 

418,055.84 

754,883.94 

Average  Held 

377,441.97 

Agent  fls  Account 

1320 

• 

Atmos?  1 
Ptobmary  1 
Murdi  1 

April  1 

llgr  1 
funa  1 

July  1 

August  1 
Septeniber  1 
October  1 
Sowofcer  1 
Beocniber 

6i.u92.oo 

103.094.02 

171.096.22 

124.8u9.36 

MO,  776  *36 
141,336.08 

197,06  6.72 

218,3X4.47 
120.946.  *9 

1,418,913.5* 

i  13 

• 

• 

102,147.19 

Admissible  Asset  a  hold 
during  year 

486,529.16  (h) 

(i)  ton  of  (o)  Plu»  (h) 

(4)  Percent- ago  Of  vwhioh  (*)  ia 

of  (i) 

492,291.97 

1.1964202 
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THE  WAIMEA  SUGAR  MILL  CO . 


SCHEDULE  "G" 


Waimea  Ditch,  Se.e  Appendix  "a” 

Bonus  for  prior  years  charged 
to  crop  accounts 


12,363.65 

29.832.13 

*  i  — 

$42,195.78 
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THE  WAIMEA  SUGAR  MILL  COMPANY 
PROFIT  AND  LOSS  ACCOUNT ,  1320, 


819 


CREDITS 
Suasr  Sales 


>ugai 

Interest  on  Liberty  Bonds 
interest  on  Bank  Balance 
Interest  on  Planters  Accounts 
Interest  on  Agent *s  Accounts 
Interest  on  Notes  Receivable 
Profit  on  Scrap  Iron  Sold 


764*134.43 
1,950.00 
72.  84 
9.82 
4*519. 30 
687.50 
642.47 


772,076.36 


DEBITS 

Depreciation  10,412. 82 
Loss  On  Sugar  Factors  Co.  Ltd.  Shares  6,060.00 
Ordinary  and  Necessary  Expenses  39l|,924.66 
Repairs  14*641.61 
property  Taxes  10,401.04 
Capital  Stock  Tax  358.49 
Profit  333,277.74 


773|,076.36 
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THE  VtAIKEA  SUOAX  MILL  OOWPAWV 


tftJF'  320 


SfATUTCHY  LOSS  -  -  SCHEDULE  A  23 
SOOAR  FACTORS  00.  LTD.  Shares 

87  •  $304.34  Market  falaa  Mar  oh  lit,  1913 
14  9  $100.00  fast 

101 

101  Shares  sold  ®  $40.00 


STATUTORY  LOSS  23,837.58 
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36.477.58 
1,400.00 

27.877.58 

4,040.00 


THE  WAZMSA  3UGAR  MILL  COMPANY 

I 

DEPRECIATION  - - SCHEDULE 


JfU  321 

A  18 


Tractor  and  Wagons 

Fences 

Buildings 

Railv>ay  and  Portable  Track 
Rolling  Stock 
Carts  and  Harness 
Tools  and  Implements 
Live  Stock 
Electric  Line 
Land  Reclamation  works 
Mill  and  Mill  Building 
Walesa  Ditch 


595.51 
176.77 
825. 50 
447.04 

557.39 
75.00 
806. 74 
190.00 
85.00 
372.17 
0,381.70 
423.10 


10,835c 92 


i 

i 
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THE  TOUMEA  SUGAR  MILL  COMPANY 


INTEREST  OH  U.  S.  OBLIGATIONS  *  SCHEDULE  A  4 


UNTAXABLE 

TAXABLE 

TOTAL 

5,000.00  First  Liberty 

Bonds  @ 

100.00 

100.00 

J>  ,'QOO  .00  Second  w 

it 

®  1*56. 

200 .00 

200.00 

.0,000.00*  .  11  " 

tt 

® 

425.00 

425.00 

5,000.00  Third  *  11 

tt 

@  4$ 

• 

212.50’ 

212.50 

>5,000.00  Fourth 

n 

©  4&S 

637.50 

637.50 

.0,000.00  Victory  Not  os 

a  3I i 

_ _  JiaiQO 

% 

475 .00 

1,475.00 

1,950.00 

Interest  Exemption  Claimed 

l*. 


(a) 

$  5,000.00 

0>) 

20,000.00 

(c) 

10,000.00 

TAXABLE  INTEREST 


1.475.00 


HOI® 
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UNDER  NO*  IS 


THE  WAIMEA  SUGAR  MILL  COMPANY 
INTEREST  FROM  OTHER  SOURCES  -  SCHEDULE  A  10 


Profit  on  Scrap  Iron  Sold 


*642. 4? 
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LXMD0  SO.  18 


-3  2 


j 

i 

THE  VAIMEA  300 AR  MILL  COMP AST 

IHTSR5ST  FROM  OTHER  SOURCES  >  SCHEDULE  A  5 


Interest  on  Bant  Balances  78.84 

Interest  on  planters  Accounts  9*33 

0  ”  Agent*s  Accounts  4,519.30 

«  »  Notes  Receivable  837®  faO 

i 


5,389® 43 
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LIKD2B  10.  IS 


TEE  VAIMSA  SUGAR  HILL  CO  HP  ANY 


REPAIRS  -  SCHEDULE 

A  14 

Reservoirs  and  Ditches 

1,854.46 

Railroads  &  Rolling  Stock 

1,165. 54 

Drains  and  Bitches 

1,662.0? 

Carts  and  Harness 

321.3? 

Buildings 

374.43 

•Insurance 

329.75 

Hill  Repair# 

8,534.10 

14,641*61 
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t 


f J 


'>l\ 


THE  WAIMEA  -SUGAR  MILL  COMPANY 


47 1 


EXPENSES 


SCHEDULE  A  12 


Cultivating  and  Harvesting 


45, 495.80 


Mill  Expense 
Cane  Purchases 
Containers 
Insurance 
Rent 

Sanitation 
Salaries 
Medical  Expense 
Donations 
Incidentals 
Sundry  Expenses 
Sundry  Labor 
Bonus 
Marketing 
Fuel 

Strike  Claims 


9,673.60 
77 ,1597;  58 
11,375.15 
146,56 
14,134.18 
696.87 
5,631.84 
1,141.70 
256.08 
4,025.55 
3,169.32 
1,188.66 
90,427.75 
63,790.27 
81.97 
39,041.35 


367,^74.23 


i 

I 
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Included  in  deduction  under  Schedule  A  22  is  a  loss 
of  $23 >837* 58  sustained  through  the  sale  of  101  shares  of 
capital  stock  of  Sugar  Factors  Company,  Ltd*  0?  the  total 
number  of  shares  held  in  this  Company  87  shares  were  held 
prior  to  M&roh  1,  1913,  and  this  cjqplanation  has  reference  to 
the  method  used  in  determining  the  fair  market  value  of  this 
stock  as  of  that  date* 

No  bona  fide  sales  of  this  stock  were  made  prior  to 
March  1,  1913  or  for  several  years  subsequent  thereto* 

The  8ugar  Factors  Company,  Ltd.  is  an  Hawaiian  Corp¬ 
oration  organized  in  1904  by  a  number  of  Sugar  Plantations  of 
Hawaii  and  the  principle- object  of  its  formation  was  to  acquire 
and  operate  the  California  &  Hawaiian  Sugar  Refining  Company 
of  California  as  an  outlet- for  the  raw  sugar  produced  by  its 
shareholders* 

During  1920,  owing  to  the  abnormal  fluctuations  in 
the  price  of  sugar  and  government  control  of  profits,  the 
losses  of  the  refinery  were  so  severe  that  it  practically  was 
taken  over  by  its  creditors*  Most  of  the  stock  of  Sugar 
Factors  Company,  Limited,  which  at  the  time  owned  100$  of  the 
California  &  Hawaiian  Sugar  Refining  Company,  was  purchased 
from  the  various  plantations  at  an  appraised  net  value  of 
$40.00  per  share.  Our  entire  holdings  in  this  company  were 
sold  at  this  figure. 

The  method  used  in  competing  the  value  of  shares  of 
stock  in  Sugar  Factors  Company,  Ltd.  as  of  March  1st,  1913, 
follows  closely  the  method  prescribed  in  Internal  Revenue 
Bulletin  9-3-764  A.  R.  R.  33  and  the  following  exhibits  sire 
submitted  herewith  showing  the  details  of  the  computation. 

Exhibit  "A8  .  Valuation  of  C.  &  H.  S.  R.  Co.  March  1, 

1913  on  the  basis  of  its  earnings 
averaged  over  five  years  prior  to  1913# 

Exhibit  rtB*.  Valuation  of  shipping  rights  March  1, 

1913  Accruing  to  stock  holders  of 
Sugar  Factors  Company,  Ltd. 

Exhibit  "C*  Balance  sheet  of  0.  &  H.  S.  R.  Co.  as 

of  March  1,  1913. 

Exhibit  «D*  Balance  sheet  of  Sugar  Factors  Company, 

Ltd.  March  1,  1913.  . 

In  further  eaplanation  of  Exhibit  "B**  we  would  say 
that  the  main  purpose  of  the  formation  of  this  Company  was  to 
save  to  its  stock  holders  the  difference  in  freight  rates  to 
San  Francisco  and  to  the  Atlantic  Coast. 
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The  capacity  of  the  Refinery  has  always  beei^  less  . 
than  the  production  of  its  stockholders,  therefore,  the  Tight 
to  ship  raw  sugar  to  the  refinery  has  been  allocated  on  the 
basis  of  stock  holdings  and  this  right  ha*  been  recognized  as 
a  distinct  property  right  accruing  to  the  stockholder^  and 
subject  to  purchase  and  sale  apart  from  the  stock  it self » 
Plantations  that  on  account  of  drought  or  other  reasons  did 
not  produce  the  tonnage  which  they  were  entitled  to  ship*  to 
the  refinery  during  any  year  haye  in  numerous  instances  sold 
this  excess  to  other  plantations  at  prices  ranging  frc^m  $3.50 
to  $7.50  per  ton® 

■ 

j 

As  the  value  of  the  shipping  right  accrued! equally 
to  all  the  stockholders  of  Sugar  Factors  Company,  Ltd.,  it  is 
treated  as  an  asset  of  that  Company  in  determining  the  loss  of 
the  stockholders  of  the  Companyf 


To  show  that  the  value  of  *3  ,349,807.80  placed  on 
the  shipping  rights  as  of  March  1,  1913,  is  very  moderate  the 
following  schedule  showing  actual  savings  for  the  years  1913 
to  1919  is  presented; 


vear 

Tonnage  shipped 

Saving  Per 

to  Refinery 

Ton 

m 

mmt 

4.07 

4.05 

1915 

249,491 

4.61 

1916 

345,118 

4.96 

1917 

360,978 

4.18 

1918 

342,564 

7.25 

1919 

388,474 

6.725 

Total 


694,480.38 

8X0,988.30 

1,1)50,153.51 

1,215,785.28 

1,090,888.04 

1,758,539.00 

1,^39,987.65 

8,460,872.16 

I 


Figures  are  based  on  the  records  .of  Sugar 
Factors  Company,  Ltd. 


I 
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VALUATION  OP  SUGAR  FACTORS,  LTD.  STOCK 
AS  OP  MARCH  1,  1913. 

EXHIBIT  A 


Valuation  of!  California  &  Hawaiian  Sugar  Refining  Co. 

MARCH  1.  1913.  on  the  basis  of  Earnings' 
OVER  A.  PERIOD  0?  PIVS  YEARgT 


Value 

n 

of 

n 

Assets 

» 

12/31 

ft 

1907 

1908 

$2,737,665.07 

4,117,724.54 

Earnings 

$  807,071.39 

n 

n 

R 

R 

1909 

5,186,706.62 

n 

1,068,982.08 

R 

n 

it 

If 

1910 

5,242,337.66 

n 

555,631.04 

t» 

n 

n 

ti 

1911 

5,600,410.00 

n 

483,072.34 

t! 

n 

tt 

it 

1912 

6,400^65.06 

it 

800,455.06 

Average  over  5  years  4,800,951.49  743.042.38 


n  8£  on  Assets 


340,476.12 


Earnings  attributable  to  Good  Will 
Capitalized  on  the  basis  of  1S$6 

EXHIBIT  B 


352.566.26 

2,350,441.72 


Valuation  of  Shipping  Rights  as  of  March  1,  1913 
Accruing  to  the  Stockholders  of  Sugar  Factors,  Ltd. 

1908  Figures  not  available 


1909  Preight  Charges  East  per  ton  12.337 

"  Calif.  "  "  8.191 

Value  of  shipping  Rights  "  4.146  x  150563  tons  shipped  -  $624,234.20 


1910  Freight  charges  East  per  ton 
"  n  Calif.  B  n 

Value  of  shipping  rights  n 


12.336 

8.186 

4.150  x  150089  tons  shipped  -  622,827.85 


1911  Freight  charges  East  per  ton 
*  n  Calif.  *  n 

Value  of  shipping  rights  ” 


12,456 

8,154 

4,302 x  153113  tons  shipped 


658,692.13 


1912  Preight  charges  East  per  ton  12,323 
n  n  Calif.  n  "  8 ,171 

Value  of  shipping  rights  "  4,157  x  165045  tons  shipped  -  686,092.07 


Average  over  4  years 

Capitalized  on  the  basis  of  20% 


649.961.56 

3,^49*807.80 


Representing  the  value  of  Good  Will  of  the  Sugar  Factors, 
Ltd.,  accruing  direct  to  its  Stockholders. 
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VALUATION  OP  SUGAR  FACTORS,  LTD.  STOCK 


AS  OP  MARCH  1,  1913. 

EXHIBIT  C 


California  b.  Hawaiian  Sugar  Reflr.li 
balance  Sheet  December  31,  l£T2~ 


ASSETS 

Cash 

Accounts  Receivable 
Notes  " 

Inventory  Supplies 

Raw  Material 
Pini3hed  Goods 
Real  Estate, Bldg3 .frEquip. 
Good  Will  Capitalized  15& 


202,760.85 

52,598.68 

991,018.01 

217,013.08 

28,906.80 

209,864.70 

2,937,270.29 


Adjustments 


146,102.74 

2,350,441.73 


Able  to  Realize 


52,598.68 
991,018.01 
217,013.08 
28,906.80 
2,355,967.44 
2,937,270.29 
2 .550.441.73 


LIABILITIES 

Notes  Payable 
Bonds 

Capital  Stock 
Surplus 

Pro  rata  Earnings  to  3/1/13 
50,000  Sh.  ©  177.94619 


42,567.35 

196,000.00 

5,000,000.00 

1,400,865.06 


$6639  ,< 


$2 ,496,544 , 


2,350,441 J73 
146,102,74 


42,567.35 

196,000.00 


8.986.298.47 


.47  $9,224 


EXHIBIT  D 


SUGAR  FACTORS  LTD. 
Balance  Sheet  December  31, 


1912 


ASSETS 

Cash' and  Bank 

Refinery  Stock  44,121  Sh. 

Bonds 

Office  Fixtures 
Real  Estate 

Good  Will  a/c  Shipping  Rights 


LIABILITIES 
Accounts  Payable 
Capital  Stock 
Surplus 

Pro  >*ta  Earnings  to  3/1-13 
Value  of  43,126  Sh.  @  304.34 


599,357.01 

3,033,865.85 

1,317,372.79 

2,275.87 

77,207.36 


19.95 

4,312,600.00 

717,953.93 


>,030,578.83 


11,617.92 

4,817,386.24 


33,392.33 

3,249,807.80 


610,974.93 
7,929,689.48 
17,7^34.41  1,300,138.38 
|  2,275.87 

110,599.69 
3.249.807.80 
13,2(53,486.15 


19.95 


8,161,289.35 

11,617.92 


_  $13.203.466 .20 

i,l90,641.68  "$i3,«uo,4ttt>.^ 


Value  exclusive  of  shipping  Rights  $230.81  per  3hare 
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WAIMEA  SUGAR  MILL 


*  V  *»  i 

^76  ,J  °  - 

CO. 


prior  to  Year  1920,  bonus  paid  by  Waimea  Sugar 
rtfill  Company  to  its  employees,  was  distributed  to  the 
[several  growing  crops.  In  the  Year  1920,  this  method 
>f  charging  the  bonus  was  discontinued  and  the  bonus 
[is  now  being  charged  against  the  profits  of  the  year 


in  which  the  bonus  is  paid.  In  consequence  of  this 
change,  the  sum  of  $23,598.78,  representing  the 
amount  of  bonus  paid  in  prior  years  and  charged  to 
Crop,  1920,  has  not  been  included  as  a  deduction  for 
the  taxable  period  January  1st  to  December*  31st,  1920. 
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SCHEDULE  E.— CAPITAL,  SURPLUS,  AND  UNDIVIDED  PROFITS  AS  SHOWN  BY  BOOKS 
BEFORE  ANY  ADJUSTMENTS  ARE  MADE  THEREIN. 

E4.  Stock  actually  outstanding  at  tl-e  end  of  the  preceding  taxable  jieriod  should  be  entered  in  tills  schedule 
to  the  exteal  that  It  U  paid  up.  If  stock  or  sh  ores  were  Issued  at  a  nominal  value  or  without  par  value  the  entries 
should  reflect  the  amounts  on  the  books  Id  respect  thereof  at  the  close  of  the  preceding  taxable  period. 

E5.  This  item  should  include  paid-in  surplus  as  shown  by  books  at  the  end  of  the  preceding  taxable  period. 
If  any  amount  U claimed  under  Sec*ioa3?><a)  (2)  uf  the  Revenue  Act  of  Mix  or  under  Article  S3”  of  Restitutions 
tt,  the  amount  claimed  should  l>e  entered  under  Item  1,  Schedule  F,  and  not  In  this  schedule. 

E7.  Reserves  which  represent  allocations  of  surplus  and  were  not  accumulated  through  deductions  made 
tn  computing  net )  ncome  as  returned  In  previous  yeers  may,  if  properly  explained,  be  entered  as  Item  7.  ouch 
entries  should  bo  identified  and  if  necessary  reconciled  with  balnoce-siteet  reserv  es. 

E IO.  If  the  corporation  had  on  hand  at  any  timo  during  the  taxable  period  any  t'easury  stuck,  copies  of  tho 
journal  entries  covering  the  original  issuance,  repossession  and  any  subsequent  adjustments  should  be  furnished. 
Troasury  stock  includes  all  stock  fcncqutrrd  by  ’hr  corporal  Ion  and  not  canceled  regardless  of  the  reason  for  the 
qrJsttlon. 


Capital  stock  paid  up  and  actually  outstanding  at  the  close  of  the  preceding  ,ve*.r- j 

1.  First  pre'erred . . . . . . .  * 

2.  Second  preferred..  _ _ .............. _ _ _ '. 


3.  Common  . 


125,000.00 


G4.  Is  any  property  (including  physical  property,  securities,  and  intangible  property)  paid  for  with  cash 
or  with  other  tangible  property  entered  on  tho  books  of  the  corpiratlcn  at  a  value  la  excess  of  the  amount  ot  cash 

paid  therefor  or  the  actual  cash  value  of  the  tangib.c  property  paid  therefor? - If  so,  submit  a 

statement  showing  (a)  kind  of  property,  (6)  amount  of  cash  paid  therefor,  (e)  actual  cash  value  of  other  tangible 
property  paid  therefor,  <d)  how  that  value  was  determines!,  (<)  value  at  which  the  property  is  entered  on  the 
I-ooLs  of  the  coq .oration,  and  (J )  cxciv*  of  (r)  over  (8)  or  (c).  Thi.-  excess  must  I'c  entered  as  Item  4,  Schedule  G, 
for  the  taxable  period. 

<25.  Has  au equate  provision  been  made  In  the  accounts  of  the  company  far  (a)  losses  of  every 

kind?  — _ _ ,  (5)  depreciation? - - - ....,  (e)  obsolescence?  ... — _ ,  (<f)  depletion  of 

mineral  deposits,  timber  supplies,  and  thellkeT  _ _ _ 

If  adequate  charge  has  not  been  made  for  depreciation,  depletion,  obsolescence,  and  other  losses,  and  the 
value  of  the, property  has  not  been  maintained  by  replacements  that  have  been  charged  to  expense,  proper 
additional  charges  therefor  must  be  computed  for  all  years  in  which  they  were  not  made  on  the  books,  and  the 
total  amount  of  such  charges  must  be  entered  as  Item  5,  Schedule  G . 

G6.  Did  the  corporation  ever  receive  a  stock  dividend  on  stock  owned  in  another  corporation? _ 

If  the  answer  U  "yes.'’  state  in  detail  for  each  stock  dividend  received,  (a)  date  received,  (6)  from  whom 
received,  (c)  number  of  shares  received,  (<f)  par  value  ef  shares  received,  (r)  value  at  which  entered  on  its 
books  of  account,  (/)  whether  or  not  surplus  was  increased  by  this  value.  If  answer  IS  “yes,"  enter  the  amount 
by  which  surplus  was  increased- as  Item  A,  Schedule  O.  ,  If  answer  Is  “no,”  state  the  account  in  which  It  was 
Included,  (j)  date  of  sale  ef  any  of  the  shares  of  stock  received  as  a  stock  dividend,  (A)  number  of  shares  sold 
(0  amount  received  therefor. 

Non. — If  answers  to  the  foregoing  questions  Indicate  that  stock  dividends  received  at  any  time  have  been 
treated  as  an  increase  of  surplus,  and  such  increase  is  reflected  in  the  computation  of  invested  capital  in 
returns  for  any  or  all  of  the  taxable  periods  1917, 1918,  and  1919,  amended  returns  should  be  filed  for  such  tax¬ 
able  period  or  periods  in  which  this  error  occurred. 
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Amount. 


Surplus  and  undivided  profits-  | - - — _ _ _ 

j.  paij.in  surplus . . . . . • _ _ _ _  i  1.  Valuation  of  patents,  copyrights.  *«crct  processes,  or  formula.-,  good  will, 

V.  a  wj  -  1  A  I  --  »IU -  l -* - VS - - - 


x.  darned  surplus  and  undivided  protits. . . . . . ■ . 

7.  Reserves,  additions  to  which  are  not  deductible  in  computing  net  income 
<to  be  reconciled  with  balance-sheet  items) . . . 


211,501,16 


trade-marks,  trade  brands,  franchises,  or  other  intangible  property . I* _ 


8.  Others  items  (to  be  detailed) . . . . . . . . L. 

9.  Tors l  or  Items  4,  5,  A,  7,  and  8 . . . . . I*. 

10.  Deduction  on  account  of  treasury  stock _ _ _ _ I.. 


Capital  md  surplus  at  l-ccii.-ntnf  of  taxable  period  a<  shown  by  to-tii  K 


SCHEDULE  F.— ADJUSTMENTS  BY  WAY  OF  ADDITIONS- 

Ft.  If  an  addition  to  invested  capital  is  claimed  In  Item  1,  Schedule  >',  submit  a  statement  showing 

the  kind  of  property,  (5)  the  yctrfn  which  it  was  paid  in,  (c)  from  whom  acquired,  explaining  his  relation¬ 
ship  to  the  corporation,  (rf)  the  actual  cash  vahic  or  such  property  at  the  date  when  {.aid  la,  (r)  the  par  valueof 
stock  or  shares  issued  therefor  and  tho  amount  st  which  such  property  was  entered  In  tbc  accounts,  (/)  the  l«sls 
upon  which  the  actual  cash  value  of  the  property  was  determined  and  the  date  when  such  determination  was 
made,  and  (p)  th*-  amount  of  depreciation  sustained  on  -tich  property  from  the  dnteof  acquisition  to  the  hcifinnlug 
of  the  taxable  period. 

F2.  If  an  addition  to  invested  capital  is  claimed  in  Item  2.  Schedule  K,  submit  a  statement  allowing 
(o)  the  kind  of  property,  1,6)  the  year  in  wliich  it  was  acquired,  (c)  Its  cost,  (<f)  the  amount  of  depreciation  sus¬ 
tained  on  such  pro;»crty  from  the  date  of  acquisition  to  the  beginning  of  the  taxable  period.  State  also  whether 
each  item  sought  to  )•«  restored  was  actually  used  or  usable  at  the  beginning  of  Ihc  taxable  period.  Were  these 

expenditures,  when  made,  written  off  inlieu  of  depreciation?  _ _  If  so, explain  what  adjustments 

have  been  made  to  provide  for  depredation  in  vitro-  of  the  proposed  restoration  to  surplus.  Additions  in  this 
item  are  cumulative  to  the  beginning  of  the  taxable  period.  For  all  additions  hereunder  provision  muvt  be 
made  for  depreciation  to  the  liecinnlng  of  the  taxable  period. 

KX  If  any  addition  to  invested  capital  is  claimed  in  Item  2,  Schedule  K,  state  specifically  tlie  amount  ot 
depreciation  written  olf  each  year  in  the  books  of  the  company  and  the  amount  allowed  as  a  deduction  In  com¬ 
puting  net  income.  Additions  to  this  Hem  are  cumulative  to  the  beginning  of  the  taxable  period. 


Amount. 


1.  Actual  cash  valueof  tangible  property  clearly  and  substantially  lit  excess  of  I 
par  value  of  stock  issued  th*reior  or  of  the  cash  or  other  considerat  ion  no:.;  I 
therefor  (Articles  S30  and  837) . . . . . U. 


2.  Additions  to  surplus  ( Articles  Sto  to  M3; . . . 

3.  Depreciation  or  depletion  charred  in  the  accounts  of  the  corporation  but  l 

disallowed  by  the  Department  as  a  deduction  on  income  tax  returns.  .  . . 


Totat .  ,.i«  . 

SCHEDULE  G.— ADJUSTMENTS  BY  WAY  OF  DEDUCTIONS. 

Gl.  Is  any  patent,  copyright,  secret  process,  or  formula,  good  will,  trade- mark,  trade  brand,  franchise,  or 

other  similar  Intangible  property.  paid  in  for  stock,  earned  as  an  asset  by  the  cor; -oration?. _ If 

not  entered  specifically  as  such.  Is  the  intangible  value  merged  under  any  olher  title  or  titles  on  the  books  or 

bolaoee  sheets  submitted  with  this  return? .  Is  it  entered  on  the  books  at  a  value  in  excess  of  its 

actualcash  value  when  paid  in? .  In  excess  of  the  par  value  of  the  stock  issued  therefor? . 

Is  the  aggregate  of  such  assets  acquired  prior  to  March  3. 1917,  entered  on  the  books  ot  a  value  in  excess  of  25  per 

cent  of  the  par  value  of  the  stock  outstan-ling  on  March  3, 19177  . . . .  Is  the  aggregate  of  such  assets 

entered  on  the  books  at  a  value  in  excess  of  23  per  cent  of  the  par  value  of  the  stock  outstanding  at  the  beginning 
of  the  taxable  period? _ 

If  the  answer  to  any  of  the  foregoing  questions  is  '‘yes,”  submit  a  statement  show  mg  separately  with  respect 
to  such  assets  acquired  (1)  before  March  3, 1917.  and  (2)  on  or  after  that  date,  (j)  date  of  acquisition;  (6) 
value  at  that  date,  with  a  complete  explanation  of  the  basis  upon  which  such  cash  value  was  determined; 
(e)  par  value  of  the  stock  issued  therefor;  (<f)  par  value  of  total  stock  outstanding  March  3,  1917;  (<)  par  value 
of  tout  stock  outstanding  at  the  beginning  of  the  taxable  period:  (/)  the  value  at  which  such  assets  are  entered 
on  the  books  of  the  corporation. 

If  all  the  intangible*  were  acquired  before  March  J,  1917,  the  amount  by  which  (J)  exceeds  (<•),  (e),  25  per 
cent  of  (<f),  or  25  per  cent  of  (r),  whichever  is  lowest,  must  t-e  entered  as  Item  1  .  Schedule  G,  for  the  taxable  period. 

If  the  intangibles  wore  acquired  on  or  after  March  3. 1917,  the  amount  by  which  the  entry  In  (/)  relating  to 
such  intangibles  exceeds  (6)  or  fc)  relating  thereto,  or  25  per  cent  of  (< ),  whichever  Is  lowed,  must  be  Included 
la  item  1 ,  Schedule  G,  foe  the  taxable  period:  P:nritlr<l,  That  Iflntanglhies  were  acquired  before  March  3, 1917, 
and  also  on  or  after  that  date,  deduction  shall  be  made  so  that  the  amount  included  in  Invested  capital  for  the 
aggregate  ot  intangible*  shall  not  exceed  75  per  cent  of  the  par  value  of  the  totalstock  outstanding  at  the  beginning 
of  the  taxable  period . 

Morx.— If  the  stock  of  the  corporation  was  issued  at  a  nominal  value  or  a  lthout  par  value,  for  the  purpote 
of  the  computation  under  Item  1 ,  the  par  value  shall  T-e  deemed  to  he  the  fair  market  value  as  of  the  dti’c  or  date 
of  issue.  The  aggregate  vahie  so  determined  of  stock  outstanding  on  March  3  ’917,  or  at  the  beginning  of  the 
taxable  period,  shall  he  the  heals  for  the  computation. 

GZ.  Is  any  tangible  property,  paid  in  for  stock,  carried  a»  an  asnet  by  the  corporation? _ 

IT  so,  is  it  entered  uu  the  books  at  a  value  in  excess  of  it*  actual  caeh  vafoewhen  neeived? _ _ _ 

excess  of  the  par  value  of  the  stock  paid  therefor? _ 

If  the  answer  to  either  of  the  last  two  questions  is  “yea,  ”  submit  a  statement  showing  (a)  kind  of  property, 
(A)  when  acquired,  (c)  par  value  of  the  stock  paid  therefor,  (if)  actual  cash  value  oi  the  property  when  paid  in, 
(«)  th<>  basis  on  which  that  value  was  determined,  (/)  value  at  which  the  property  Is  entered  on  the  corporal  foe’s 
books,  and  (p)  amount  by  which  such  value  exceeds  the  allowable  va*ue  under  Section  320(a)  (2)  of  the  Revenue 
Act  of  1918.  Enter  this  amoant  as  Item  2,  Schedule  G,  (or  the  taxable  period. 

G3.  Was  the  business  reinoorporated,  reorganized,  or  consolidated  or  was  its  ownership  changed  or  wasthtfe 
a  change  In  ownership  of  property  after  March  3, 1917? -  If  so.  answer  the  following  questions: 

(e)  D.d  an  Interest  of  SO  per  cent  or  more  in  the  business  or  In  the  property  which  changed  owrnershlp  remain 
in  the  control  of  the  same  persons,  corporations,  associations,  or  partnerships,  or  of  any  of  them? _ _ _ 

(A)  Were  any  of  tXc  assets  entered  on  the  books  of  the  corporation  making  this  return  at  a  higher  value  than 
on  the  books  of  Its  predecessor? _ 

(e)  If  such  previous  owner  was  not  a  corporation,  attach  a  statement  showing  (l)  the  cost  of  acquisition  to 
the  previous  owner  of  any  asset  so  transferred  or  received,  (2)  expenditure*  subsequent  to  that  date  tor  betterment 
or  development  not  deducted  as  expense  or  otherwise  since  March  1 , 1913,  by  such  previous  owwx,  (3)  the  allow- 
ance  for  depreciation ,  depletion,  or  Impairment  since  the  date  of  acquisition  by  such  previous  owner. 

(d)  If  all,  or  substantially  all,  of  the  property  was  acquired  from  a  corporation  during  the  taxable  period, 
atthch  hereto  balance  sheets  of  inch  predecessor  corporations  as  at  the  beginning  of  the  taxable  period  and  as  at  the 
date  immediately  prior  to  the  transfer  of  the  property  to  the  Corporation  making  the  return,  and  also  a  het.nce 
sheet  or  statement  of  the  corporation  making  this  return  showing  the  valors  at  which  such  propwty  received 
or  transferred  were  entered  on  the  books. 

F or  the  purpose  of  determining  Inverted  capita  I  each  asset  so  transferred  shall  not  be  allowed  a  greater  value 
than  would  have  been  allowed  to  the  previous  owner,  if  a  corporation;  or,  if  not  a  corporation,  at  Its  cost  to 
such  previous  owner,  with  proper  adjustments  for  lows  and  improvement*. 


2.  Valuation  of  tangible  property  paid  in  for  stock. . . . . 

i.  Valuation  of  asset*  acquired  in  reorganization* . . . . 

4.  Appreciation . t|baw< 


C.  Stock  dividend  on  stock  held  in  another  corporation 


farritorls*-2&eoa?j 

tar  2$$  -  i 

-o  moral  ion . . . I 


*e,W5*7r 

■.T,-£2Ii89~ 


Total  Dgncrnox. 


—95,823.53- 


SCHEDULE  H.— CHANGES  IN  INVESTED  CAPITAL  DURING  TAXABLE  PERIOD. 

1.  Changes  In  Invested  capital  during  the  taxable  j-criod  ordinarily  arise  in  one  or  more  of  the  following 
ways: 

Additions 

(c)  By  sale  of  capital  stock  for  cash  or  by  tbc  Issue  of  capital  stock  for  tangible  or  other  asset*. 

(6)  By  payment  of  Assessments  by  stockholder*  or  V  creation  of  paid-in  snrplns  by  eootril-utlon  of 
stockholders. 

Deduction*— 

(e)  By  liquidation  of  part  of  the  capita]  by  retirement  of  stock  or  by  purchase  of  treasury  stock  not 
out  of  current  earnings. 

(<f)  By  payment  of  cash  dividends  out  of  earnings  of  prior  years. 

(«}  By  payment  of  Federal  income  and  profits  taxes  for  previous  years. 

The  changes  with  respect  to  taxes  will  occur  in  nearly  every  case.  Should  do  changes  be  noted,  the  reason 
for  the  omission  should  he  stated. 

2.  The  following  instructions  should  be  followed  in  making  the  above  adjustments;  each  item  should  be 
designated:  as  an  addition  or  deduction,  deduction  being  designated  by  red  Ink; 

(a)  If  stock  is  issued  (or  cash,  the  actual  rash  received  (but  not  the  amount  of  discount)  should  be  entered 
in  this  schedule.  Asset*  (other  than  cash)  paid  m  for  stock  must  be  valued  in  accordance  with  Section  32S<a)  W) 
of  the  Revenue  Act  of  1918. 

(c)  If  capital  stock  of  the  corporation  is  reacquired  but  not  paid  for  out  of  current  profits,  the  oost  of  such 
stock  should  be  deducted  from  iu  vested  capital. 

(if)  Report  dividends  paid  out  of  profit*  of  prior  years  but  not  dividends  paid  out  of  profits  of  the  taxable 
period.  Any  distribution  made  during  the  first  AO  days  of  the  taxable  period  shall  be  deemed  to  have  been  made 
from  earnings  or  profit*  accumulated  during  tho' preceding  taxable  period;  but  any  distribution  made  during  the 
remainder  of  tho  taxable  period  shall  be  deemed  to  have  been  made  from  the  profits  for  that  period  to  the  extent 
that  such  profit*  are  sutilcicnt.  iSee  Articles  857  and  1  o49,  Regulations  45.) 

(<)  The  amount  of  Federal  income  apd  profits  taxes  payable  should  be  prorated  and  deducted  a*  of  the 
dates  when  due  and  payable  whether  reserves  have  been  set  up  on  the  books  or  not.  (See  Article  845.) 

The  average  adjusted  deduction  to  he  entered  in  column  7  equals  total  Income  and  profits  tax  multiplied 
by  0.4214. 

3.  The  data  called  for  in  columns  1  to  5  should  be  given  for  all  transactions,  except  that  columns  3  and  4 
are  applicable  only  to  the  issue  or  rvacqulslUon  of  the  corporation’s  stock. 

4.  In  ooiumn  A  enter  the  number  of  days  remaining  in  the  taxable  period  (Including  theQate  of  change). 

5.  Tho  net  changes  not  reported  in  Schedule  L,  if  not  In  accordance  with  the  increases  or  decreases  reflected 
in  the  balance  sheets,  sliould  be  folly  reconciled  therewith. 


t.  Nature  of  additions 
and  doductious. 


’  3.  Number  4.  If  for  5.  Amoant  of  cash  6.  I  7.  Adjusted  average. 

of  shares  cash,  state  or  cash  value  Number  |  «\ 

to.  IsoMorre-  price  per  actually  rroelved  of  days  |(%~4^£~3r) 


|  ^ttjjj^cquired.  |  'share,  j  or  paid  out.  |  effective. !  '  -*-•  —  ' 

«as«|-W5— — — —,-2,500.00  j-jfr »«^*JJ 

~K . raw . ! . -"1T2.5co.oo  i-3j4j--2.2aj-.82 

S#-toc>J5 . . . r T|9jt Tlt’i&St 

* —  1 SW5 . i~ . f 7 

r~  |W0§ . | - i“5W»T  *>?  I 


Xkt  Ikcuasz  ok  Decktabk. 


SCHEDULE  J.-INADMISSIB*  *  ASSETS. 

lias  the  corporation  any  inadmissible  assets  (L  *.,  stocks,  bonds,  and  other  obligations,  except  obligations 
of  the  United  States,  the  income  from  which  is  net  taxable)? - — ’ — — 

If  *0,  attach  hereto  a  statement  showing  for  the  taxable  period  the  facts  called  for  in  items  (a)  to  (J)  of  CbU 
schedule. 

If  the  Income  from  such  assets  consists  in  part  of  gain  or  profit  from  the  sale  or  other  disposition  thereof,  or 
If  all  or  pert  of  the  interert  derived  from  such  *x*et»  Is  in  effect  Included  In  the  net  income  because  of  the  limitation 
on  the  deduction  of  Interest  under  Section  234(a)  (2)  of  the  Revenue  Act  of  1918,  then  a  corresponding  part  0 i 
the  capital  Invested  in  such  assets  Is  deemed  an  admissible  asset.  In  such  case  set  forth  tn  detail— 

(at  the  various  kinds  of  Income  derived  from  such  asset*  and  the  computation  of  the  part  ot  the  capital 
invested  therein  which  is  deemed  an  admissible  asset. 

Far  the  purpose  of  this  schedule  inadmissible  assets  shall  he  valued  at  cost  of  acquisition,  except  that  U  the 
corporation  is  a  dealer  in  securities  and  Inventories  such  assets  in  accordance  with  Articls  1SS5,  Regulations  45,  such 
Inventocy  figure  shall  constitute  the  measure  of  value.  Admissible  assets  shall  be  valued  as  provided  in  Sections 
320,330,  arid  331  of  the  Revenue  Act  of  1918  and  Articles  S31-S09. 931-934.  and  941  of  Regulations  45.  The  average 
amount  of  assets  of  each  kind  held  during  any  year  may  ordinarily  be  determined  by  dividing  by  2  the  sum  of 
the  amount  of  such  assets  held  at  the  beginning  of  the  taxable  period  and  the  amount  held  at  the  end  of  the  taxable 
period.  In  such  case  the  agxvint  ol  admissible  assets  may  best  be  determined  from  (1)  the  balance  abort  as  at  the 
beginning  Of  the  period  a^u-Htd  with  rwpect  to  the  items  in  Schedules  F  and  G  and  (2)  the  balance  ahcct  ns  at 
the  end  of  (he  period  r-a-rmpmvtlngly  adjusted.  But  If  at  any  time  during  the  taxable  period  a  substantial  change 
has  taken  place  in  the  amount  of  «ncb  assets,  the  average  amoant  must  be  determined  as  providad  in  Article 
852  of  Regulations  45.  In  such  ease  show  in  detail— 

(8)  The  computation  of  such  amoant; 

(c)  Amount  ot  inadmissible  assets  heU  at  beginning  of  the  taxable  period; 

Id)  Amount  of  inadmissible  assets  held  at  end  of  taxable  period; 

(0  Average  amount  of  inadmissible  assets  held  daring  taxable  period; 

(/)  Amount  of  admissible  assets  held  at  beginning  of  taxable  period; 

(9)  Amoant  of  admissible  a**ct*  held  at  the  end  of  taxable  period; 

(h)  Average  amount  of  admissible  assets  hek)  during  taxable  peri«*- 

(0  Sum  of  (r)  plus  (A); 

(j)  Percentage  which  («)  is  o(  (f). 

This  percentage  ())  should  be  applied  to  the  amount  appearing  online  7,  Schedule  B, la  order  to  obtain  the 
deduction  oti  account  of  Inadmissible  assets,  which  should  be  ertarod  OB  line  8,  Schedule  B.  3— M49 
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SCHEDULE  L.— RECONCILIATION  OF  NET  INCOME  AND  ANALYSIS  OF  CHANGES  IN  SURPLUS. 


1.  Net  income  from  Schedule  A,  Item  27 

2.  Noutaxable  Income:  _ 


_ 'j _ 


(a)  Interest  oo  obligations  of  the  United  States  and  Its  possessions 

wholly  exempt - - — 

(ft)  Interest  oo  obligations  of  States.  Territories,  and  political  sub¬ 
divisions  thereof - , - ---- — — - - - - 

(c)  Interest  on  Form  Loan  Hoods  Issued  under  Federal  Farm  Loon 

ACt  mmm  _ _ _  mmm  ■  i - - ,,  ,, - ,  ■ 

(rf)  Dividends  tm  stock  of  domestic  corporations  and  liom  foreign 
corporations  taxable  by  the  United  States  on  their  net 

Income*.-** . . — . . . . — — 

(r)  Dividends  on  stock  of  porsonal  sendee  corporations  oat  of  earn- 

ngs  upon  which  n  Federal  income  tax  has  been  imposed . . 

(/)  Profits  which  are  derlvod  from  the  sale  of  vessels  ana  which  are 


(?)  Other  items  of  non  tax  able  incomo  (to  be  detailed): 


(i)-D.emrpgj&tlcn 

3.  Charges  against  resrAOBTHHflebS 

«.  Total  of  Items  1  to  3,  Inclusive - 


,  . 

rflt.  .. 

one  . 

4 

w 

.„R_ _ 

MM 

pen  . 

! 

i 

i 

m 

|  • 

|  H 

• 

i 

i 

! 

— 

lidx— 

13.  Unallosrable  deductions: 

(a)  Donations,  gratuities,  and  contributions - 

(b)  Income  and  profits  taxes  paid  to  the  United  States,  Its  pos¬ 

sessions,  or  foreign  countries - .- - „ - 

.  («)  Special  Improvement  taxes  tending  to  Increase  the  value  ol  the 

property  assessed _ _ ; — - - 

(«f)  State,  county,  and  municipal  taxes  paid  by  banks,  and  other 

corporations  based  an  the  value  ol  their  capital  stock _ 

(0  Furniture  and  fixtures,  additions,  or  betterments  treated  as 
expensee  on  the  books  .... _ _ 


- 


{/)  Replacement  and  renewals _ _ _ _ _ _ 

(?)  Insurance  premiums  paid  on  the  life  of  an  v  officer  or  employee 

for  the  benefit  of  the  corporation  or  business _ _ 

(Jk)  Interest  on  Indebtedness  incurred  or  continued  to  purchase  ar 
carry  securities  (other  than  obligations  o.  the  United  States 
issued  alter  September  34. 1017),  the  interest  upon  which  is 

wholly  exempt  from  taxation _ _ _ 

(I)  Additions  to  sinking  fund  reserve,  and  reserves  for  had  debts 
and  dther  contingencies  (to  be  detailed): 

o)  B<®?f  . 

(3)  aoA  chargwa  this  70 ax 


JSQdled) 


xw 


*r- 


(J)  Other  unillo  wable  deductions  (to  be  detaUed): 


5.  Total  from  Item  13 - - - - - - — . . ...I.. _ 

0.  Net  profit  for  year  as  shown  by  books,  bekre  any  adjustments  are  i - ■ — 

made  therein  (Item  4  minus  Item  5) . . — . !$ . . J 

7.  Surplus  and  undivided  profits  as  shown  by  halanns  sheet  at  cicoe  of  ■  . 

preceding  taxable  period - - - - 1 _ -< 


m-\*t 


8.  Other  credits  to  surplus  (to  bo  detailed)! 

9.  Total  of  Items  0  to  8,  Inclusive _ 


(3). - . - - - - - - - 

13.  Total  df  Item  13.i _ _ _ _ _ _ _ $ . «ih  are  gvt__ 

14.  Dividends  paid  during  the  taxablo  period  (state  whether  paid  In  cash,  -  W- 

stoek  of  this  company,  or  other  property): 

(e)  Date  paid - -  Character . . $ - 

(6)  Date  paid . .  Character _ _ _ ! _ 

(e)  Date  paid _ _  Character _ _ _ I _ 


(J)  Date  paid _  Character _ 

15.  Other  debits  to  surplus  (to  be  detailed): 


9.  Total  of  Items  C  to  8,  Inclusive . . iS . . ...f 

10.  Total  from  Item  16 _ _ _ _ _  . . . ! . .85  54Q..81; 


11.  Surplus  and  undivided  profits  as  shown  by  balance  sheet  at  close  of  | — 
taxablo  period  (Item  9  minus  Item  10) _ _ ............ _ 


(rt 

•id.  Total 


. 

^^territorial:- 1&& 
<rt  9»xrHerial  -InooM»- 

tal  of  Items  14  AOl  *.DiOa...SL^..  AyCO- - - - 


088-  jl 

m 


SCHEDULES  SUPPORTING  SCHEDULE  A. 

The  following  schedules  must  be  furnished,  and  those  prepared  on  separate  sheets  should  be  firmly  attached  to  this  return.  Enter  name  and  address  of  corporation  on  each  sheet. 


SCHEDULE  AT:  COST  OF  GOODS  SOLD,  EXCLUSIVE  OF  EXPENSES,  REPAIRS.  AND  OTHER 
ITEMS  CALLED  FOR  SEPARATELY. 


If  engaged  In  .a  trade  or  buslneu  in  which  the  production,  purchase,  or  tale  of  merchandise  of  any  kind 
la  on  income-producing  factor,  (a)  secure  from  the  Collector  of  internal  Revenue  and  file  as  a  part  of  this 
return.  Certificate  ol  Inventory.  Form  1136.  and  (8)  fill  In  the  following  schedule.enterlng  on  lines  3  and  5.  Immedi¬ 
ately  before  the  amount  column,  the  letters  “C."  or  “C  or  X.”  to  Indicate  that  Inventories  are  valued  at  either 
eoet.  or  con  or  market,  whichever  Is  lower. 

fl)  Merchandise  bought  for  sale _ _ _ _ _ _ $ _ 

(2)  Cost  of  manufacturing  or  otherwtae  producing  goods.  (Submit  schedule 
showing  principal  hems  of  eon,  the  minor  Items  being  grouped  In  one 

amount) . . . 


SCHEDULE  A17:  DEBTS  ASCERTAINED  TO  BE  WORTHLESS  AND  CHARGED  OFF  WITHIN 
TAXABLE  PERIOD. 

Submit  a  schedule  showing  the  amount  (<?)  arising  from  sales,  or  services  previously  reported  as  Income; 
(8)  arising  from  Other  sources  (interest,  rent,  royultlcs,  etc.)  previously  reported  ns  Income;  (e)  arising  from 
sources  other  than  those  specified  above  (to  be  itemized),  (tee  Article  111,  Regulations  45.) 


showing  principal  Items  of  con,  the  minor  items  being  grot 
amount) - - - - - - - 

(3)  Plus  Inventory  at  beginning  of  yaw _ _ _ 

(5)  Lees  Inventory  at  end  of  year _ 

*  (6)  Cost  of  goods  sold . . . — - - - 


SCHEDULE  All!:  EXHAUSTION.  WEAR  AND  TEAR  (Including  obsolescence). 

If  a  deduction  Is  made  on  account  of  depreciation,  the  following  schedule  must  be  filled  In,  and  the  total 
amount  claimed  therein  should  correspond  with  the  figures  reflected  In  the  balance  sheet.  Land  values  most 
not  be  Included  In  this  schedule.  (See  page  2  of  Instructions,  paragraph  10,  and  Articles  161  to  171,  Regu¬ 
lations  45.) 


SCHEDULE  A3:  GROSS  INCOME  FROM  OPERATIONS  OTHER  THAN  TRADING  OR  MANU¬ 
FACTURING. 


Submit  a  schedule  showing  the  nature  and  amount  of  the  principal  Items  Included  bento,  the  minor  Items 
being  grouped  In  one  amount.  (For  Insurance  companies  see  page  2  of  Instructions,  paragraphs  3  and  X) 


SCHEDULE  A4:  TAXABLE  INTEREST  ON  OBLIGATIONS  OF  THE  UNITED  STATES  AND  WAR 
FINANCE  CORPORATION  BONDS.  ' 


If  Interest  was  derived  during  the  taxable  period  from  liberty  Bonds  or  other  obligations  of  the  United 
States  Issued  since  September  1, 1917  (except  Victory  Liberty  Loan  3f%  Nous),  or  WarFInance  Corporation 
Bonds,  secure  from  the  Collector  and  file  as  a  part  of  this  return  Schedule  of  Taxable  Interest  on  Liberty  Bonds, 

■  State*  the  amount  of  Victory  Liberty  Loan  3$%  and  4{%  Notes  originally  subscribed  for  and  still  owned 


Kind  of  property. 
(If  bunding,  state 

Date 

Cost,  or  ll 

Age  '  acquired  prior 

Probable 
life  ofter 

Amount  of  depredation  charged  off. 

tbe  material  of 
which  constructed.) 

acquired. 

acquired. 1  fair  market  value!  aS?ir'*‘ 

|  on  chat  date.  |  mflnt- 

1 

This  year. 

Previous  years. 

I 

L_JL_ . L _ i 

? _ 

*-  _  _ 

1  --  -  I 

_ 

1  1 

. 

1 

.  _ 1  _ 

Total _ 

Ti.e.....i 

s . 

S- . 

Nora.— If  obsolescence  Is  a  lector  In  determining  your  deduction  attach  a  statement  showing  the  amr- 
«i«imed  for  the  taxable  period  and  the  basis  on  which  computed. 


i  computed. 


at  the  date  of  filing  thU  return,  I _ _ _ _ 

State  the  amount  of  Fourth  Liberty  Lodn  41%  Bonds  originally  subeerfbed  for  and  still  owned  at  the  date  of 


filing  this  return,  3.. 


exemptions. 


*  ftlmlwr). 


SCHEDULE  AS:  TAXABLE  INTEREST  FROM  ALL  OTHER  SOURCES. 

Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  Items  Included  herds.  the  minor 
Items  being  grouped  In  one  amount. 


(1)  Have  you  Included  In- this  Item  any  Interest  on  preferred  stock?.. 


If  oo,  how  much? 


3., - 

(2)  Have  voa  lnclndedln  this  Item  any  Federal  Income  tax  paid  at  sonnwln  pnr«n*iv»  at  ...jMm— ... 


4.  Cost,  or  1 1 
acquired  prior 


1.  Kind  of  property.  when  to  Mar.  1,1913,  the 

acquired.  fair  market  value 


bonds? _ 


If  so.  Bow  much?  3 _ 


on  that  date. 


Per  Interest  on  foreign  bands  submit  a  schedule  shewing  (a)  name  of  country,  (ft)  kind  of  obligations  (whether 
national.  State,  municipal,  or  corporate),  (c)  amount  of  yfncfpel,  and  (?)  amount  of  Interval. 


SCHEDULE  A9:  DIVIDENDS  ON  STOCK  OF  FOREIGN  CORPORATIONS. 

•Submit  a  schedule  showing  (1)  with  respect  breach  foreign  corporation  taxable  by  the  United  States  on 
1U  net  income,  (a)  name  of  corporation,  (5)  country  is  which  argxnixed,  (c)  total  par  value  of  stock  owned,  and 
o<)  amount  of  dividends;  (7)  same  information  with  respect  to  each  foreign  corporation  net  taxable  by  the 
United  -St  tes  on  Its  net  Income. 


SCHEDULE  AM:  GROSS  INCOME  FROM  ALL  OTHER  SOURCES  (net  Including  ny  i 
rnspert fn  uln  nf  rsrlfsl  mrls  irmlirrTliiiiiiiiii  Inreatriilnti) 

'Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  Items  Included  here! 
Items  being  grouped  in  one  amount.  The  total  of  the  schedule  should  be  cuter*!  as  Item  10,  Schec 


aunt  with 
the  minor 


5.  Cost  of 
|  subsequent 
Improve- 
1  ments,lfany. 

6.  Depreda¬ 
tion. 

*” . . 

3 - 

1 _ 

1 - 

* . . 

* . 

.  Sale  price  or 
liquidating 
dividends. 


SCHEDULE  A 12:  ORDINARY  AND  NECESSARY  EXPENSES  (except  i 
■  Scheduled).  • 


i  called  bat 


Submit  a  statement  showing  character  and  amount  of  the  principal  hems  Included  herein,  the  minor  items 
being  grouped  la  one  amount.  (For  schedules  to  be  submitted  by  insurance  companies  see  page  2  of  Instruc¬ 
tions,  paragraphs  4  to  7.) 

SCHEDULE  A13:  COMPENSATION  OF  OFFICERS. 


value  of  property  received — - - — - - — - - — - - 


Submit  s  schedule  showing  for  each  officer  (1 )  name,  (2)  duties,  (3)  time  devoted  to  sugh  dnties.(4)  shares  of 
stock  owned  or  controlled:  (a)  preferred,  (8)  common;  (5)  total  compensation  for  the  taxable  period,  and  (61 
amount  of.  and  reason  for  increase.  If  any  v*r  preceding  period. 

Submit  a  schedule  showing  for  each  employee  (If  m  stnekholder  of  the  eeepomtlool,  whom  (msemUee 
bat  the  rate  ol  33,000  or  more  per  annum,  fans  similar  to  thoee  called  for  la  respect  to  officers. 

SCHEDULE  Alt:  REPAIRS  (fnrlndlag  labor,  uppltoe.  everheod,  and  other  hams  p— prriy  chargeable  to 


SCHEDULE  Alt:  REPAIRS  (fnrlndlag  labor,  wipptlm.  evarhead,  and  other  Hama  p— prriy  chargeable  te 
rvpcirs). 

Submit  a  schedule  showing  the  nature  and  amount  of  the  principal  Items  Included  herein,  the  hems 
being  gnmpad  In  one  amount.  (For  classification  of  r^alrs  see  page  2  of  Instructions,  paragraph  A) 


SCHEDULE  Alto:  AMORTIZATION  OF  WAR  FACILITIES. 

The  amountdaimed  as  a  deduction  under  this  item  should  be  substantiated  l>v  schedule  prepared 
ance  with  Section  214(a)  9,  Revenue  Act  of  191\  Articles  1M  to  188,  inclusive,  ol  Regulations  si. 


SCHEDULE  A16:  TAXES. 


Submit  a  schedule  showing  separately  for  each  class  of  taxes  deducted,  (a)  character,  and  (ft)  amount. 

Federal  income  and  profits  taxes,  taxas  which  are  a  credit  under  8ecUan238,  taxes  asseosed  against  local 
benefits  of  a  kind  tending  to  Increase  the  value  of  the  property  assessed,  and  Sate,  county,  and  municipal  taxes 
paid  by  banks  and  other  corporations  based  on  the  value  of  their  capital  stock  are  Dot  allowable  deductions  In 
computing  taxable  Income  of  such  corporations.  (See  Article  M,  Regulations  45,  and  Section  334(a)(3)  of  the 
Revenue  Act  of  1918. 


We,  the  uadcndfni^Tpresident  and  treasurer  of  the  corporation  for  which  this  return  is  made,  bcias  scvocally  duly  sworn,  each  for  himself  deposes  and  says  that  this  return, 
including  the  accompanying  schedules  and  statements,  has  been  examinod  by  him  and  is,  to  the  best  of  his  V  lowlc.lge  and  boliof,  a  true  and  complete  return  made  in  good  faith,  for  the 
•arable  period  as  stated,  pursuant  to  the  Revenue  Act  of  1918  and  the  Regulations  issued  under  authority  tnereof . 


Sworn  to  and  subscribed  before  me  this  JKL 


.  day  of . 


1921. 


Seal  of  officer 
making  affidavit. 


_ 


Signed 


.Allen  W..  ga  - -Bottomley. 


Prrxvlent. 


S»  M.  Lowrejr 


tfMjPCLblic 

(Official  capacity.) 


Treasurer. 


Ml 


SCHEDULE  A19:  DEPLETION. 

If  a  deduction  U  claimed  on  account  of  depletion,  secure  from  the  collector  Form  D  (minerals).  Form  E  (coal). 
Form  F  (mu cel  aneous  noometals).  Form  O  (oil  and  gas),  or  Form  T  (timber),  fill  In  and  file  with  return.  If 
complete  valuation  data  has  been  filed  with  questionnaire  In  previous  years,  then  file  with  this  return  informa¬ 
tion  necessary  to  bring  your  depletion  schedule  up  to  date,  setting  forth  in  full  statement  of  all  transactions  bear* 

&  on  deductions  or  additions  to  value  of  physical  assets  with  explanation  of  how  depletion  deduction  for  tax- 
>  period  has  been  determined.  In  case  of  timber  this  should  be  done  by  filling  In  Form  T  ftlol>er). 


SCHEDULE  A22:  PROFIT  OR  LOSS  ON  SALES  OF  CAPITAL  ASSETS  AND  MISCELLANEOUS 
INVESTMENTS  (including  liquidating  dividends). 

In  ease  of  disposal  of  property,  resulting  In  a  profit  or  loss,  the  following  schedule  must  bo  filled  In,  using 
a  separate  line  for  each  asset. 


Not  profit  ot  loss  (total  of  columns  0  and  7  minus  total  of  columns  4  and  5).  3 - - — - - ........ — . 

Sure  what  amount.  If  any,  Included  In  column  4,  represents  good  will..  S - ... 

If  any  of  thoossocs  were  acquired  prior  to  March  1,1913,  state  how  the  lair  market  value  on  that  date  was 


dtcsriniDed  tr„:,  .  .....  .  ,  - — »- — . — - t 

In  case  of  exchange  of  property,  submit  evidence  substantiating  the  basis  used  in  arriving  at  the  market 


SCHEDULE  A 23:  LOSSES  SUSTAINED  DURING  THE  TAXABLE  PERIOD  AND  NOT  COM¬ 
PENSATED  FOR  BY  INSURANCE  OR  OTHERWISE. 


A  schedule  similar  to  the  coo  requested  above  should  bo  submitted  with  respect  to  losses  of  property  aris¬ 
tae  from  fires,  storms,  shipwreck,  or  other  casualty,  or  from  theft,  and  not  compensated  for  by  Insurance  or 
otherwise,  except  that  column  7  should  show  "Insurance  and  salvage”  Instead  of  “hale  price  or  liquidating 
dividends.’ ' 


lnaccord- 


DISCOUNT  AND  PREMIUM  ON  BONDS  SOLD. 

There  roust  l*  attached  to  the  return  a  schedule  showing  In  detail  each  issue  and  sale  of  bonds  of  the 
reporting  corporation  rtvinc  the  folkm  lnr  information: '«)  Class:  (8)  date  of  sale;  (e)  maturity;  (d)  amount  sold; 
(riamount  realized.  (/)  premium  or  dl-coui.l  per  annum.  ...  ,,  . 

That  proportion  of  the  premium  <>r  dbrwn.t  app  ’.cable  to  the  return  period  must  be  reported  either  as  Item- 
10  or  15,  (schedule  A  pace  1 ,  unlcs  t  ho  amount  of  premiums  or  discount  has  been  reported  as  income  or  allowed 
as  a  deduction  in  prior  years.  (Seo  Article  541,  Regulations  45.) 


IF  RETURN  IS  FOR 
CALENDAR  YEAR  1S20 
FILE  IT  WITH  THE 
COLLECTOR  OF  INTERNAL 
REVENUE  FOR  YOUR 
DISTRICT  ON  OR  BEFORE 
j  MARCH  15,  1921 

IF  FOR  A  PERIOD  OTHER 
THAN  A  CALENDAR 
YEAR  THE  RETURN 
SHOULD  BE  FILED  ON  OR 
BEFORE  THE  15TH  DAY 
OF  THE  THIRD  MONTH 
FOLLOWING  THE  CLOSE 
OF  SUCH  PERIOD 


Idrvten  ft?  Page  1  of  Retim 

Form  1120— UNITED  STATES  INTERNAL  REVENUE  SERVICE 

CORPORATION  INCOME  AND  PROFITS  TAX  RETURN 

FOR  CALENDAR  YEAR  1920. 

Or  for  period  begun _ -fan.  _ »  19-2Q->  and  ended 3l*t— _ *  19-20- 

(PRINT  PLAINLY  CORPORATION’S  NAME  AND  BUSINESS  ADDRESS)  L  j  CASH 

THE  L1HDS  FLAKTATIGV  COMPUT,  XffD.  |  CH£CK 

cun  from  Um 

Collector  of  ||.Q 

iSSTKi  Es  c/o  ilBSICiV  7ACTGBS,  LDCSZD,  — — - 

district  Form  *  CERT. 

1120S.  execute  «f(ND 

HONOLULU,  TKBRITOHI  CF  HAUXX.  - 1 - 

of  this  return.  * 


(DO  NOT  WHITE  IN  THIS  SPACE) 

Examined  by 
Audited  by 


FIRST  PAYMENT 


Cashier’s  Stamp 


:  CHECK 

I  I 

— 

M.O. 

CERT. 

tflND. 


KIND  OF  BUSINESS . Qrv*irC-*WT-  Cane  .and  lhn^facfcTxrixy..aagag. _  IS  THIS  A  CONSOLIDATED  RETURN?.., 

SCHEDULE  A— TAXABLE  NET  INCOME. 


see  Schedule 


GROSS  INCOME. 

1.  Gross  sales,  less  returns  arid  allowances _ _ _ $ - - - — 

2.  Less  cost  of  goods  sold,  exclusive  of  expenses,  repairs,  and  other  items  called  for  separately  ,  |  !  J 

below  (from  Schedule  A2) _ _ _ —  $ . *  — 355  —  5-J®  - 

•  j  j  I 

3.  Gross  income  from  operations  other  than  trading  or  manufacturing,  leas  allowances  (from  Schedule  A3) — . — . . . . . . . . 1. 

4.  Taxahlo  interest  on  obligations  of  the  United  States  and  War  Financo  Corporation  Bonds  (from  Form  1125,  see  Schedule  j  ^ 

5.  Taxable  interest  from  all  other  sources  (from  Schedule  A5) _ _ _  -  -  - — j-ft-j-pa- 

8.  Share  of  not  income  earned  by  personal  sorvico  corporation  during  its  accounting  period  (whether  received  or  not)  — . . ! - ! . . 

9.  Dividends  on  stock  of  (u)  foreign  corporations  (from  Schedule  A9),  S _ _ :  and  (b)  domestic  corporations,  I  j 

except  personal  sen-ice  corporations  from  earnings  accumulated  on  and  after  January  1.  .918,  $ - - -  Total - ' - j . QQ . 

10.  Gross  income  from  all  other  sources  (not  including  any  amount  reported  in  Item  22,  below)  (from  Schedule  A10) .  — 1- — LW-jefi- 

11.  Total  or  Items  1  to  10 . . . . . — - ......... - - 

*  DEDUCTIONS. 

12.  Ordinary  and  necossary  expenses  (except  amounts  renorted  in  Item  2  abovo  or  called  for  separately  below)  (from  Schedule  •  j  <•__  !  ..  J 

Ai2) . . . . . . . . . . - . . . — « — 2;.. .MIL  BGt 

13.  Compensation  of  officers  (including  salaries,  commissions,  and  other  cnrnjxinsation  in  whatever  form  paid)  (from  Schedule  A13)1 _ J _ j _ L 

14.  Repairs  (including  labor,  supplies,  etc.)  (from  Scfcedulo  A14/ . . . j.. 

15.  Interest  (seo  page  2  of  Instructions,  paragraph  9) - . - - - . . . . J _ j _ J. 

16.  Taxes  (from  Schedule  A16)  . .  — . .  ..  —  .  . . .  - 1...  -4-226-13?- 

17.  Debts  ascertained  to  bo  worthless  and  charged  off  within  the  taxable  period  (from  Schedule  A17) _ J . I _ tl. 

1S-  Exhaustion,  wear  and  tear  (including  obsolescence)  (from  Schcdulo  A18). - ! . ^ _ 

19.  Depletion  (from  Schedule  A19) . I. . 1 - •- 

10.  Total  of  Items  12  to  19 _ : - - - - - - - - 


.  263.-16 


21.  Dqterence  Between  Items  11  and  20 _ _ _  ...  .  -  -  ...1$ _ 4.—  59.jLffaL.05 

2.  Profit  or  lorn  on  sales  of  capital  assets  and  miscellaneous  investments,  including  liquidating  dividends  (from  Schedule  A22>.  $ _ 

3.  Loaeqe  sustained  dunn£  tho  taxable  period  and  not  compensated  for  by  insurance  or  otherwise.  (From  Schodule  A23.)  i  I  |  7  %  t 

(Extend  to  last  column  sum  of  or  difference  between  Items  22  and  23) _ _ _ - _ J _ _ 1 : _ l- _ j* _ i . fw  j.  ..9/jt  ...Jo 

24.  Net  income  for  taxable  period  exclusive  of  deductions  for  dividends  and  amortization  (sum  of  or  difference  between  Items  21  and  23,  the  latter  as  extended). j$ . X 1^9 BOO  Zf— 

25.  Dividends  on  stock  of  (a)  foreign  corporations  taxable  by  the  United  States  on  their  net  incomes,  and  (6)  domestic  cor-  I  j  j  ! 

po rations,  except  personal  scrvico  corporations  from  earnings  accumulated  on  and  after  January  1,  1918 _ |5 _ i _ S0-— CO- 

26.  Amortization  of  war  facilities  (from  Schedule  A26)  (extend  total  of  Items  25  and  26) _ _ _ _ 1 _ 1 . . | _ i . . B0.  .00- 

27.  Net  Income  for  Taxable  Period  (difference  betwoen  Items  24  and  26.  the  latter  as  extended— to  be  entered  as  Item  5,  Schedule  D) . . ^$ _ X  -129-  -426  -2^- 

28.  Lees  deduction  provided  in  the  first  paragraph  of  Section  23,  Merchant  Marine  Act  of  1920  (see  page  1  of  Instructions,  paragraph  4) _ _ _ - . j - 

29.  _ Net  income  of  a  corporation  owning  ships  engaged  in  foreign  trado  (amount  to  be  used  only  in  computing  profits  tax  in  Schcdulo  D) _ R. . . . 1 - 

SCHEDULE  R— INVESTED  CAPITAL. 


1.  Capital,  surplus,  and  undivided  profits  at  beginning  of  taxable  period  as  shown  by  books  (from  Schedule  E,  Item  ll)t . . 

2.  Plus  adjustments  by  way  of  additions  (from  Schedule  F,  Item  4) - - * _ 

3.  Total _ _ _ i . . 

4.  Less  adjustments  by  way  of  deductions  (from  Schedule  G,  Item  7) - - - - - ). _ ' . 

^ .  1  w  1  ^  DElt  — —  . . .......... . — i ....  i . ....... — — * . .— ...... ..............  ...........  ...  ...........  ......  ......................  ........  .......  — .  ..... 

6.  Pius  or  minus  changes  in  invested  capital  during  taxable  period  (Net  Increase  or  Decrease  from  Schedule  H) . . i. _ 

7.  Total  (or  Remainder) _ _ _ J _ 

i 

8.  Less  deduction  on  account  of  inadmissible  assets  (from  Schedule  J) - - - I . . 

9.  Invested  capital  for  taxable  period.  (If  return  is  for  a  period  less  than  a  full  year,  wee  page  2  of  Instructions,  paragraph  11) . 

SCHEDULE  C— EXCESS  PROFITS  CREDIT. 


. 55T'  .190.  ...kO 

- 

-  - . JE.-3flft-.lD 

m3 -Wh5 


- !$._§.  _j 


1.  Eight  per  cent  of  invested  capital  for  taxable  period  (Item  9  of  Schedule  B) _ _ 1 _ 

2.  Exemption  ($3,000)  (except  for  foreign  corporations) _ _ 

3.  Excess  Profits  Credit  (Item  I  plus  Item  2).  (If  return  is  for  a  period  lees  than  a  full  year,  soo  page  2  of  Instructions,  par 

SCHEDULE  D — COMPUTATION  OF  TAXES. 


1.  Bunm. 


3.  Amount  or  Net  Income  (Items  ,  ..  ... . 

27  OK.  20.  SorrorT  r  At  t*  3.  I.XCXSI  PeoTTM  CWWT  (ITEM 


27  oa  20.  Schedule  A)  in 
Each  Beacxet. 


LACXET. 

1.  Net  income,  not  in  excess  of  20*  of  invested  capital...  .  $  -!...TS2.j-k72!...fi9l$ . _.L3^l.L9^.UBSJI. - |_*&bLJt63| 

2.  Balance  of  net  income.  ..  .  .  .  _  ----Lar-ar-sfl . i . . . i . —ari-iri 

3.  Totals  computed  under  Section  301(b) _  .  ia  786  8T»  .  . !-  «g~-T9i 

4.  Excess  Profits  Tax,  if  computed  under  Sections  302,  303,  304(c)  or  337  of  the  P-evenuo  Act  of  1918  (see  page  2  of  Instructions,  paragraph  14)  — 

5.  Net  income  for  taxable  period  (Item  27.  Schcdulo  A) . !$ _ X  .  7^6  zj  11.  Tax  of  10*  on  Item  10 _ 


3,  Hchidvli  Ot. 


flfi 

$  . 

4.  Balance  SrajECT  to  Tax. 


6.  amount  or  Tax. 


.20)6  !$. 

J40J6  = 


-93— 296- -T* 

JH 


_ I. 


6.  Lees:  Taxable  interest  03  obligations  of  i  I  j 

United  States  and  War  Finance  Cor-  I  _  - 1  U 

poration  Bonds  (Item  4,  Schedule  A)..  $ _ 3.  fihT  kfi 

7.  Excess  profits  tax  (Item  3  or  4,  column  _ 

6.  Schedulo  D;  or _ _ _ 252-  !  IS 

8.  Excess  profits  and  war  profits  taxes  .  "  w 

(Item  15,  Form  1120S.  income  from 

Government  contracts) _ _ _ « _ *  • 

9.  Exemptions  except  tor  to reign  corpora- 

tioni,  $2,000  unless  return  Ls  tor  less 

t  bin  a  ye»r  puge  3  of  Instructions.  —  __  _ 

|i:irx;rapb  il> - - - 2.  -000  00  ... 

20.  Balance  subject  to  income  tax(ltem5,le9sltems6,7,and  | 
_ 9.  or  Item  5,  lets  Items 6,  8, and  9)„  • _ ....  $„ 

AMENDED  RETURNS. 


j 

UsL 


11.  Tax  of  10)6  on  Item  10 - 

12.  Total  tax  (Item  3,  4,  or  S  plus  Item  11)„. 

13.  Less:  Income  and  profits  tsens  paid  to  i  j 

foreign  countries  or  possessions  ol  the  | 
United  States.  (See  Sections  238  and  {  ; 

340(c)  of  Kercnue  Act  of  11118) - $ _ _ 

14.  Income  tax  withheld  at  the  source  In 

case  of  a  forelcn  corporation  not  en¬ 
gaged  In  a  trade  or  business  within 
the  United  8tates,  and  not  having  any 
office  or  place  of  business  t  herein - j _ I - 


15.  Balance  of  tax  (Item  12  minus  Items  13  and  14) 


_$ - L-89L 

Ij*. — Get 


CHECKS  AND  DRAFTS. 


An  amenderl  rcturr.  mutt  l>e  y>Iainlv  mark^l  "  Ainomled  "  across  the  face  of  the  return .  j  Check*  and  drafts  will  he  accepted  only  if  payable  at  par  i 

No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


1  at  your  Colloctor's  office. 

2— 


Page  3  of  Return 


QUESTIONS. 


KIND  OF  BUSINESS. 

1.  V»y  means  of  the  key  letter*  given  below*,  identify  the  corporation's  main  income- 
producing  activity  with  one  of  tile  general  classes.  and  follow*  this  r>y  a  sjtecial  description 
of  the  buxines*  sufficient  to  give  the  information  callix!  for  under  each  general  class. 

A. — Agriculture  and  related  industries,  including  filling,  logging,  ice  h:irvesting,  etc., 
including  the  leasing  of  such  property.  State  the  product  or  products.  B.— Mining  ami 
<  marrying.  including  gas  and  oil  wells.  Include  the  leasing  of  such  property.  State 
the  product  or  products.  C. — Manufacturing.  State  the  product  and  also  the  material 
if  not  implied  l»v  the  name  of  the  product.  I>. — Construction— excavation*,  buildings, 
bridges,  railroads.  ships.  etc.,  also  equipping  and  installing  same  with  systems,  devicee, 
or  machinery.  without  their  manufacture.  State  nature  of  structures  built,  materials 
used.  or  kind  of  installations.  El.—1 Transportation-  -rail,  water,  local,  etc.  State  the 
kind  and  special  product  transported,  if  any.  E2. — Public  utilities — gas  'natural,  coal, 
or  water);  elect ric  ugh t  or  power  ( h> d ro  or  steam  generated ) :  heating  (steam  or  hot  water); 
telephone;  waterworks  or  power.  E.3.— Storage — without  trading  or  profit  from  sales — 
(elevators,  warehouses,  stockyards,  etc.)  State  product  stored  E+.  -  leasing  transpor¬ 
tation  or  utilities  State  kind  of  property.  F. — Trading  in  goods  bought  arid  not  pro¬ 
duced  by  the  trading  concern.  State  manner  of  trade,  whether  wholesale',  retail,  or  oom- 
missinn.’and  product  handled.  Sales  with  storage  with  profit  primarily  from  sales.  G. — *  | 

Service — domestic,  including  hotels,  restaurants,  etc.:  amusements:  other  professional, 
|K>rsonal.  or  technical  service.  State  the  service.  B- — Finum-e,  including  hanging, 
real  estate,  insurance.  I. — » 'oncems  no)  falling  in  above  classes  ( « i  because  of  combining 
several  of  them  with  no  nredminuant  business,  or  \b)  for  other  reason*. 

•_».  Concerns  whose  business  involves  activity  falling  jn  two  or  more  of  the  above 
general  classes,  whore  the  j wine  pr^u-'t  is  concerned.  should  report  business  su  idontilied 
with  but  one  of  tlie  al>ove  general  clar.us;  for  example,  < •oncems  in  A  or  B  which  also 
transport  aJKi  market  their  own  product  exclusively  or  mainly,  should  still  be  identified 
with  elasscit  A  or  B;  concerns  in  C  (manufacturing*  which  own  or  control^ their  source  of 
material  supply  in  A  or  B  ar.d  which  also  transport.  sell,  or  install  their  own  product 
exclusively  or  mainly,  should  l>o  identified  with  manufacturing:  concerns  in  D  may  j 
control  or  oven  source  "of  supply  of  materials  used  exclusively  or  mainly  in  their  construc¬ 
tive  work:  concerns  in  F.l  or  E2  nay  own  or  control  the  souroc  «>f  their  material  or  power: 
concerns  in  F  may  transport  or  store  their  own  merchandise.  but  its  production  would 
identity  them  with  A  If.  or  <\ 

3.  Answers: 

!n)  General  class  use  key  letter  designation  > _ .......  . . ....: . . . . 

{b i  Main  income-producing  business  (give  specifically  the  information  called  for 
under  each  key  letter,  also  whether  acting  as  principal,  or  as  agent  on  comini*- 

sion:  state  if  inactive  <>r  in  liquidations . . . . . 


_ _ Growing  Sagay  .Cana  A.  Mwaaf  actual  ng  ftagor 


OTHER  CONCERNS  IN  SAME  BUSINESS. 

•1.  Enter  on  the  following  lines  the  names  and  addresses  of  live  representative  concerns 
in  your  locality  or  section  of  the  country  engaged  in  the  same  kind  of  business: 


Id.  If  the  answer  to  question*  it.  J2,  and  13.  or  to  any  of  them,  is  “yes,”  answer  the 
following: 

fo>  I>id  the  corporation  file  Atfiliated  C  irporation*  Questionnaire,  Form  810,  for  1917  or 

subsequent  taxable  years?  Answer  “Yes”  or  .  If  the  answer  to  this 

auction  is  ‘‘yes,”  a  Questionnaire  is  not  required,  except  under  the  circumstances 
escribed  in  question  <p).  If  the  answer  to  this  question  is  “no,”  and  the  answer  to 
ouotftions  11, 12,  and  13.  or  to  any  of  them,  is  “vcs.”  procure  from  the  Collector  of  Internal 
Revenue  for  your  district  Form  810.  which  shall  bo  filled  out  and  filed  as  a  part  of  this 
return.  If  the  answer  to  this  question  is  “no.”  question  < h )  need  not  bo  answered. 

(6)  Did  substantially  the  same  conditions,  as  arc  set.  out  in  tho  questionnaire  filed  for 
1919  or  prior  years,  obtain  during  the  entire  taxable  period  1020?  Answer  “Yes”  or 

“No” - 1  If  tho  answer  to  this  question  is  "no,”  a  statement,  setting  forth  the 

particulars  in  which  tho  situation  has  changed,  should  be  attached  to  and  made  a  part  of 
this  return.  If  them  have  been  substantial  changes  in  stockholdings,  a  complete  schedule 
of  such  changes  should  be  submitted  in  the  form  prescribed  in  Tables  S  and  C  of  ihe 
questionnaire.  If  there  are  companies  other  than  thoso  covered  by  tho  questionnaire  for 
1919  or  prior  years  which,  applying  tho  testa  contained  in  questions  il,  12,  or  13,  may  have 
come  into  the  affiliated  group  since  1919,  a  questionnaire.  Form  819,  is  required  "for  the 
*  entire  group  for  the  taxable  period. 

VALUATION  OF  CAPITAL  STOCK. 

15.  AVhat  was  the  fair  value  of  the  total  capital  stock  of  tho  corporation  os  determined 
in  tlie  last  assessment,  if  any,  of  the  capital  stock  tax?  3v80tfOOk«3D  Date  of  that 

assessment  Star, J£21 - - 

PREDECESSOR  BUSINESS. 

16.  Di<l  the  corporation  file  a  return  under  the  same  name  for  the  preceding  taxable 

period?  Answer  i"Yes"  or  “No’V^^ -  If  not,  was  the  corporation  in  any  way  an 

outgrowth,  result;  continuation,  or  reorganization  of  a  business  or  businesses  in  existence 

during  this  or  the  preceding  taxable  period?  Answer  “Yes”  or  “No” _  If 

answer  is  “yes,”  give  name  and  address  of  each  predecessor  business. 


BASIS  OF  RETURN. 


i~.  Is  Ibis  return  made  on  the  bash,  of  actual  receipts  and  disbursement*?..... _ 

* 

If  not,  describe  fully  what  other  'oasis  or  merhod  was  need  in  computing  net  income . 


Crops . - . 

GOVERNMENT  CONTRACTS. 


— - .  . Eoloa  Sugar  -Co «  ltd* .  . 

. - . Kfflmh*.  .Sugar  ..Co*. .ltd* . 

. . Saimaa. Sugar  Mill  Co*. . . 

. . . Hawaliari  C<5«aarcial  .4  Sugar  Co. 

Hawaiian  Sugar  Co. 

INCORPORATION. 

•V  Date  <>f  iin-<«rpon*ti<>n  . Saptcnbcr,  1S92 

<;  I'ud.T  til*-  J.I*VH  <*l'  what  State  or  mtiiilr  ■  . Hawaii  . 


REORGANIZATION  AND  ACQUISITION  OF  MIXED  ACCRECATES  OF  ASSETS. 

7.  lies  ti*e  cor)K>mtiot».  >,r  «».»/  of  il*  lie**!*  reorganized.  or  has  it.  or  moj 

■tAjirrdrrrioont.  taken  over  .1  going  business  or  acquired  a  mixed  aggregate  of  tangible 
.el  intangible  pi»*ji*Tty,  and  («i<!  for  such  property  in  whole  or  in  ixart  with  stock  or  other 

seourities  sinec  tho  vli**c  of  tin*  ptvewlitig  taxable  jierioil?  ..  .  50.  ...  . 

H.  If  .*o.  furnish  a  brief  imtv.«rivv»  history  of  the  busiuo**  and  submit  a  statement 
.-bowing* 

hi  The  name  <.f  the  eo'i<**m  taken  nv-r  >er  fr.»n  which  ffi«*  nro|>erty  was  acquired': 

5*  Hie  nature  of  the  assets  an<l  liabilities  so  acquired : 

■  ci  Tlio  total  par  value  of  the  -tuck  issued  tl.etefor: 

•>h  The  value  at  which  each  class  cf  asset*  w:.e  carried  on  the  lxsiks  of  the  concern 
from  which  acquired  (submit  a  balance  sin  ••?  ;.f  the  prMrvessor  concern  as  .it  the  dkfe  of 
;•<*!  nisi  lion  or  as  at  the  close  of  its  last  accounting  period  prior  thereto  i; 

in  The  value  at  which  each  item  was  carried  on  the  book.*  of  the  corporation  making 
this  return,  raid  lull  details  of  any  adjustments  subsequently  made  pertaining  thereto  and 
rr.e  basis  on  which  such  re  .a  1  nation  wa*  made 

If  intent*,  copyright*,  secret  processes  or  f.irniufic.  good  will,  trade-marks,  trade 
brands.  franchise*.  or  other  intangible  property  were  acquired,  state  the  basis  on  which 
their  value  was  determined  ami  Low  they  wor**']«iid  for. 

10.  If  .it  the  time  «’f  any  purchase  <>r  roonrunization  as  contemplated  in  <iuestion  7,  anv 
property  wax  entered  on  tlie  l -ink*  of  the  reorganized  concern  oi  any  vendee  predecessor  at 
a  value  in  excess  of  that  a?  which  it  was  carried  on  the  l>ook*  of  the  vendor  wmcero.  state 
the  basis  on  whi**h  tlie  revaluation  wa*  made. 


AFFILIATIONS  WITH  OTH?R  CORPORATIONS  (TO  BE  ANSWERED  BY 

EVERY  CORPORATION*. 

11.  l»oes  r  he  corporation  own  directly  or  control  through  cloeely  affiliat'd  intercuts  or 
by  a  nominee  or  nominees  over  o<>  ]>cr  cent  of  the  outstanding  voting  capital  stock  '>f 


IS.  Gave  anv  adjustments  been  made  during  the  taxable  period  on  account  of  con¬ 
tract  or  contracts  with  the  Government  or  its  agencies  or  in  any  Government  contract  or 
contracts  from  which  the  corpora  don  derived  income  directly  or  indirectly,  through  the 

operations  of  a  claim  board  or  otherwise?  Answer  "  Y os”  o:  “  Yn”  Jft), _  If  so.  state 

the  amounts  involved  8 _ _ _ :  whether  or  not  such  amounts  are  included 

in  this  ret  im _ L _ _ .;  and,  if  not,  was  an  amended  return,  accounting  for 

the  additional  income,  filed  for  tlie  taxable  period  in  which  the  contract  was  termi¬ 
nated? _ . _ L .  Submit  a  schedule  showing  full  particulars  of  the  contract,  date 

entered  into,  date  the  work  ceased  under  mid  contract  or  contracts,  and  the  amount  and 
nature  of  the  adjustment. 

AMORTIZATION. 

pj.  Has  amortization  been  claimed?  Answer  “Yes”  or  “No”  _ _  If  so, 

state  for  what  year . \ mount  S . . 

PREPARATION  OF  RETURNS. 

20.  Did  the  corporation,  employ  anyone  especially  to  prepare  or  arlvise  in  the  prepara¬ 
tion  of  this  ivturti?  Answer  "  Ye*”  or  No”  ..JIo .  If  so,  give  name  and  address 

and  state  to  what  extent  such  assistance  or  advice  was  received _ _ _ _ _ _ _ 


LIST  OF  ATTACHED  SCHEDULES. 

Enter  below  a  IL-;  of  all  schedule*  accompanying  this  return,  giving  for  each  a  brief 
title  end  the  scfiMufi-  number. 

(l)  Profit,  and  Loss  Account;  (2)  Balance  Shod- - 

. Btc.  31*  ISIS* ...  (3}..BaL3nc«  .Sh3«t  L®0*  3X^.  3.3251; . 

(4)  inadnissihla  As  sat  a  Scbsdole  ,JJ"; 

(5>  "SChodiulo  (£)  Schodnle  •A‘»  4; 

tT)  "•"Schoaala  ’W  lZ;  (S)  "  ScSbsdala  ^  5; . 

•  Schadala  «A«  105  (10)  SCheanie  ^  l4; . 

<11>  -  Schedola  «An  22j  <12V*  Scj-adnle -*A"  IS* . . 


another  corporation  or  of  other  eorjHirationa? ...  . T«t _ _ _ 

12.  T*  over  5 (*  jwr  cent  of  your  outstanding  voting  ciqiital  j>t<K-k  owned  by  another  cor¬ 
poration  or  by  two  nr  m«>re  <*>rjxi ration*  that  an*  affiliated?.  V*. . . 

13.  Is  over  50  por  cent  of  yottr  ottt.*tan«Iiug  voting  capita  (Stock  as  well  as  oyer  50  per 
cent  of  the  outstanding  voting  capital  st<s*k  of  another  corporation  or  of  other  corpora¬ 
tions  owred  or  controlled  l*v  the  *tm<*  individual  or  partnership  or  by  the  mme  individuals 


or  partnerahitw? . . . 


SCHEDULE  K.— BALANCE  SHEETS. 


ASSETS. 

Cash  (InclM'giii:  <M-li  ill  Umk  HTwt  on  hnn>l,  i*-rtICi- 
oitr*  of  d«po>lt .  n«*. ). 

Trade  •ceoonta(t>rfoieijeliictInKr«»<r\-r*t>r  •»*  >. 

Notes  receivable  from  customers. 

Other  accounts  and  notes  receivable  (to  T.*rr:«wf(..-1 1. 
Inventories: 

Kaiv  tnatert’iR 
Work  In  progre**. 

KIni*m*i  pro-turns. 

Supplies. 

Investment*: 

fiontJs-- 

l  .  S.  le>n<!*'unIotiU*utIon*(eortrl*wiet« 
'tat**!  *.-|*irmely  i. 

Kvrtnpt  (monlelpat.  State.  ete.I 
•  •il'<*r. 


Pomestk*. 

Lous  and  advances: 

To  oUicers  an*i  mi|i!n.  c~*. 

Toothers.  '  . 

Deterred  chances  lo  Inture  cpervtloas  (tr  W.l**»lle'1). 
Kited  tssets: 

I  ward. 

UiiUitlne-. 

'tuehlmr- 

Tool  >  ii*l*l  roi*l.»'*ei|iii|rti»ent. 

•:i*tS\,n  **(ii!rui.«vit. 
oilier  mrniri;t* 

0|||.  r>**»:.tP«  il.lr'll*lr» 


ASSXfTS  Continued. 

Fixed  assets— continued. 

f^**  Tv*ervr*  for  drpntintlon  *rh«.w  :*-|>omirh 

Birmnntr  jlplUnUtern  i-rli  0\e»l  asm).* 

Ni:t  Vawk. 

Pstetitr..  jond  will,  and  other  intangible  easels: 
ru:<l  f»»r  i:i  ca*h  or  other  i;  irctl.te  propen y 
t*:*l»I  for  III  stock'  or  h«  til:-n  stock  •ttvMcnd*). 
Ci..itc!  I.\  stock  'Itvi-lei'  l  o'  otlirrul.c. 


UABIUTIES. 

Notes  payable: 

To  oillcers  ami  stockholders. 

To  others  (includlnr  tank  loons). 

Accounts  pojablc: 

Trade. 

other. 

Accrued  expenses  and  reserves,  the  clmtyes  creating 
which  arc  illowa'dc  deduction*  from  income  (to 

he  detailed). 

Reserves,  i  h"  cliarces  creatine  width  are  not  cllow- 
at4e  deductions  wom  income: 

Kescrves  for  losses  on  notes  and  accounts 
reerdvoldc. 

I  Uhcr  reserves  ( |<>  lie  detailed). 

Capital  stock  outsunding  (to  it  elas*illi*l'. 

Surplus  and  undivided  proflts. 

Totu. 


Discount : 

•  "1  ls’l"l«. 

T-iTVL. 

:.*!uci«l  front  th«-  respective  us  i  t  aerou.its  or  itcmlt.-d  on  thi>  )i  ibi'.il'*  'Wie  of  the  balance  sheet. 


Attar-h  hereto  Udamv  Kheetu  as  of  the  1« •ginning  oucl  end  of  the  taxable  period  (preferably  in  parallel  columns  ',  showing  as  nearly  as  pracrieabie  the  detail.*  culled  for  below,  i These 
Intlanec  sheet  *  should  be  prepared  from  the  lxioke  a  lid  should  lw  in  agreeme '  ’  ih«*n*with.  or  an’v  ditferonci-s  shmilJ  Ik*  reconciled,  and  if  this  is  n  consolidated  roiurn.  balance  eh  cels  should 
be  furnished  in  accordance  with  paragraph  *  .*f  |m:.—  I  «rf  Inslnn  lions  i 

ASSETS  Conttnucd. 

I  a  vestment*  continued. 

Stock  ofeorpoCitUn  - 
Koreisn. 


•  licrer*  e.*  !.*r  deiireclatlmi  nm  ‘ 


All  corponuiww  engaged  in  an  intersute  and  inlrastutc  tnnltt  <>r  business  and  reporting  t<>  the  Interstate «  ommercc  rommis.-ion  and  to  nuy  national.  State,  munieipal.  or  other  public 
officer  may  submit  in  lieu  of  n!>ovc  Form  <*>pie*  nf  their  Indanei-  *bei-i-  prwri1**!  by  «  iid  (  emmission  or  Spite  and  mimt'  ipalanTfioriiic*.  ns  at  tlie  I s*gi lining  and  end  of  flic  taxable  jieriod. 


y/y 

THE  LIHUE  PLANTATION  COMPANY,  LTD. 
PROFIT  AND  LOSS  ACCOUNT  - - YEAR,  1920. 
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CREDITS 


LIHUE  PLANTATION 
COMPANY,  LTD. 


Sugar  Sales  4 

Profit  on  Lihue  and  Branch  Stores 
Profit  on  Ranch 

Profit  on  Electric  Plant  k  Current 
Profit  on  Water  Sales 
.Unclaimed  wages 

[Dividends  on  Corporations  Stock 
Interest  on  Liberty  Bonds 
Interest  on  Hawaiian  Irrigation  Co.  Bonds 
Interest  on  Notes,' etc# 

Interest  on  Agent fs  Accounts 
Rebates  on  Fertilizer 
Scrap  Sold 
Rents 

Powder  and  Ballast  Sold,  Cash  over  and  Sundries 
Bonus  Refunded 
Sundry  Realizations 


,355,536.97 
52,514.11 
28,576.07 
3, 581,.  10 
8,052.68 
1,292.23 
80.00 
10,073.48 
60.00 
91.20 
14,402.41 
2,605.00 
2,998.39 

242.08 

133.68 

1,917.27 


4,462,056.67 


WAIAHI  ELECTRIC 
COMPANY,  LTD. 


4,953.46 


300.00 


5,253.46 


CONSOLIDATED 


4,355,536.97 

52,514.11 

28,576.07 

8,534.56 

8,052.68 

1,292.23 

80.00 

10,073.48 

60.00 

91.20 

14,402.41 

2,605.00 

2,998.39 

300.00 

242.08 

133.68 

1,917.27 


4,487,316.13 


X 


DEBITS 

Capital  Stock  Tax 

Loss  on  Liberty  Bonds  Sold 

Loss  on  Sugar  Factors  Co.  Ltd.  Shares 

Repairs 

Depreciation 

Property  Taxes 

Ordinary  and.  Necessary  Expenses 
Bad  Debts  and  Overcharges 
Profit 


3,874.00 

30,668.90 

110,040.00 

71,620.25 

75,915.21 

70,804.72 

2,613,433.59 

1.505.700.00 

4,482,656.67 


749.60 

236.40 

1,746.38 

33.45 

2.487.63 

"6  $53  .'4'6 


3,874.00 
30,668.90 
110.040.00 
71,620.25 
76,664.81 
71,041.12 
2,  615,179.97 
33.45 
1,508.  187.63 

‘"i.iwrSircTS" 
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TIE  LIHUE  PLANTATION  COMPANY,  LTD 
BALANCE  CHEST - XECEMDEB  31,  1919, 


Xll 


LIHUE  PLANTA-  WAIAKI  EtECTRIC 

TION  CO*  I/TD.  CO,  LTD.  Inter- 

3ALANCE  -SHEETS  BALANCE  SHEETS  Company 

rm  BOOKS  DEC.  31,  1919.  PER  BOOKS  PEC.3I,  1919  ADJUSTMENTS 


Estate  Plant  &  Equipment 

>8 

8  Receivable 
unte  Receivable 

r  in  Mill  and  Afloat 
t *8  Account 
e  ond  Branch  Stores 
lies  and  Materials  on  Hand 
rred  Charges 

iian  Fnllippina  Co.  Shares 
i  Telephone  Co  ” 

land  Co.  Ltd. 

•  Sugar  Co.  Ltd. 
aa  land  Co.  Ud. 
an*  Land  Co.  Ltd. 
cevillo  Plantation  Co.  Ltd.  Shares 
hi  Electric  Co.  Ltd.  Shares 
r  Factors,  Limited  " 

Savings  Stamps 

lien  Irrigation  Con^any  Bonds 
rty  Loan  Bonds 


s 

n 

n 

n 


1,438,451.39 

507,664.69 
66,333.$ 
124, 375 .03 
2,806.65 
46,265.06 
81,751.75 
225,924.40 
71,894.03 

27,497.77 

44,374.20 
6.00 .00 
M, 020 .00 
1,464,940.00 
6)625.48 

15,020.00 

*83,333.33 

10,000.00 

183,400.00 

1,672.00 

1,000.00 

250,000.00 


21#307.OS 


60S  .75 


10,424.65 


10,000.00 


CONSOLIDATED 
BALANCE  SHEET 
DEC.  31',  1919, 

*•^9, 75S. 47 
907,664.69 
66,333.34 
114,750.13 
2,CC5.65 
46,269.Cc 
81,731.73 
229,924.40 
71,894.03 
*  497  *77 
44f  J74.20 
COO. 00 
15,020.00 
1,464,940.00 
6,625.4s 
15,020.00 
183,333*33 

183,400.00 

1,672.00 

1,000.00 

250,000.00 


DR. 


AtiBNTmHPS 


OR. 


553,190.40 


AMENDE?  CON¬ 
SOLIDATED 
BALANCE  SHEET 
DEC.  31,  19^9 

2,012,948.67 

907,664.69 

66,33'>.3u 

114,759.13 

2,606.65 
46,269.06 
21,751.75 
229,924.40 
71,894.03 
27,497.77 
44,374.20 
oOO  .00 

15,020.00 
1,464,940.00 
6,  625 .42 
15,020.00 
153,333.33 


183,400.00 

1,672.00 

1,000.00 

250,000.00 


5,172,953.12 


22,115.33 


20,424.65  5,174,644.30 


5,727,534.70 


lDILITIES 
538  Due 

jcrtXnte  Payable 
mt 1 8  Account 
>ite.l 

■pine  and  Deserves 
►  Hh:.3  Plai';tation  Co.  Ltd* 


52,063.04 

6,823.03 

9,924.40 

3,000,000.00 

2,104,142.65 


5,172,953.12 


10,000 .00 
1,691.1s 

1QJ£4,65 


52,063.04 

6,823.03 

9  924.4c 

1C ,  000  *00  \  000  ,*  000 .00 

2,105,833.8? 

lO.42U.6g  - 


553,130.43 


52/.63.04 
1,62-1.03 
3,52U.4o 
5,000,000.  00 
2,659,024.23 


22,115.83  20,424.65  5,174,644.3c  553,190.40 


555,150.40 


r  70-f 
J 1  /  ^  i  1  J  * » 
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January  l 


January 
February  14 
Nhrch  15 
April  13 
Juno  17 
August  }0 
September  l 

•  13 

November  SO 
Deoeniber  }1 
May  J1 


Xteduotl 


Beduobt 


>«h  juauvx,  JTMHnAivA  jiuiv  uunirjini|  WliU* 

INADMISSIBLE  ASSETS  -  SCHEDULE  ( J) 


* 

» 

«i 

e 

o 


Hawaiian  Philippine  Co*  Shoves 
Xeuai  telephone  Co* 

Kapaa  land  Co*  ltd* 

Makee  Sugar  Co*  ltd* 

Koloss  lend  Co*  ltd* 

Oichena  land  Co*  ltd* 

PrlAOovlUo  Plantation  Co*  ltd*  Shares 
Hawaiian  Philippine  Co*  Shares 

f)  (I  I)  o 

<1  if  o  o 

o  non 

Hawaiian  Canneries  Co*  ” 

Afcukinl  Shmtnal  A  Hallway  Co*  ltd*  Shares 


11  f»  on 

Hawaiian  Conneries  Co*  Shores 
Ahtiklni  Terminal  A  Ibii^oy  Co*  ltd* 


0 


0 


ft 

ft 

19 


ffenai  Telephone  Co* 


Total  Assets  par  attended  balance  sheet 
December  3lat.  1919 
Inadmissible  Assets 
Agent •»  Aooount 

Total  Assets  pr  Amended  Balance  Sheet 
December  Jlst*  1920 
Inadmissible  Assets 
Agent1®  Account 


1920 
January  1 
February  1 
March  1 
April  1 
May  1 
Cbno  1 
July  1 
August  1 
September  1 
October  1 
November  1 
December  1 
December  Jlst 


Add  Agent7  s  Account 


Balance 

o 


44t J74.20 

600 .00 

15,020.00 

a,464,9H0*00 

6,015*48 

.13,020*00 

1*3*333.» 
2,017*10 
2,017.10 
6,051.30 
6,050.30 
35,000.00 
1, 000,00 
S9.ooo.oo 
5,000.00 

E ,000x0 

,000X0 


1.729,913x1 

. 


a.016, 546.81 

Z^il aa«fe. 


DAYS  EFFECTIVE 

366 

366 

366 

366 

366 

366 

366 

352 

323 

292 

261 

198 

124 

123 

110 

42 

X 

2X5 


5,727,834.70 

1.811.664.76 


6, 404,421 .18 


Average 


77.966.4o 

9J.OU.39 

64,516X4 

610,074.61 

937,153.42 

§06,739.58 

099.979.13 

860,751.47 
648,397.46 


AdKlsaiM*  As  sots  bold  during  Year 


13 


AMOUNT  EFFECTIVE 

44. 374.20 
-'600.00 
15,020.00 
1,464,940  »C0 
6,625.4s 
15 ,020 .tv 

*03.33303 

1,939.94 

1,774.61 

4,227.81 

4, 314.56 
18,934.43 
338.80 
33,000.00 
1,502.73 

8.032.79 

163.93 

1^05,1^*33  <>») 


3,916,169.94 


2l 


0. 


4,103,036.33 


410,512.49 
4.513.540x2  (b) 


,  4  <t) 

(J)  Percentage  which 


Cum  of  (0)  pins  (h) 

<«> 


1*  of  (1) 
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SEX  LUBE  PUiaSASIQE  COStfAHT,  ISB. 


UK* 

ISSSKEST  OB  CBLIG1TIOIS  OF  TEE  TJ.S.A. 

SCHgKJIt  "A*  4. 


• 

TOTAL  IBSESEST 

UHTAXABLE 

TAXAEI2 

100,000.00 

3rd  liberty  loads  •  4jjt 

4,0«5.90 

4,055*90 

100,000.00 

4th  ■ 

■  O  4# 

4,096.52 

4-.C96.52 

50,000.00 

5th  • 

•  • 

1,391*06 

— 

1 

10, 07 3 ’48 

1,591.06 

5,152.42 

XXZMPSI0B8  r^iTMtn  APPUCATIOH 

U)  5,000.00  •) 

(b)  20,000.00  )  320  liberty  Lana 

(c)  V>,000.00  ) 

u>  45,000.00  ) 

(•)  to'ooo.OQ  )  4th  liberty  Loea 

130,000.00  1 
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BE  LUBE  PLfiKrmOq  CV&UZ,  HD. 


cesx&iar  ahd  nscsssabx  expzssbs  «.  -  schools  "a”  12. 


fom  OKfiLLCraBIX 


Preparing  and  Pirating 

Cultivating 

X»rvo sting 

ftraf aotuiv 

Marketing 

Blacksmith  sal  Carpenter 
-harf  Ixpeaoo 
MtxUovL  SxpenM 
Incidental  Expense 
Irad  Bents 
Sun 417  Labor 
Plroaood  xid  Fuel 
Forest  17 
Surrsflng 
School  Support 
General  Kxjwuo 
Off  loo  Xqpenao 
Salaries 
Sundry  Baling 
Cans?  Cleaning 
tnacwmB 
Track  Emsast 

General  Bctpply  %r*house  Stpetoo 

Strike  Cl&iirc 

BanqB 

Pensions  sod  Donations 
Supplies 

DUqr 


61,847.99 

312,910.57 

92,956.48 

172,094.5* 
323,  ^9*59 
8,561.80 

6.633.98 
U,320.5l 
12,163.96 
14,217.88 

7,fe9.65 

4,670.42 

23^9 

3,035.30 

113.32 

29,379,60 

isa 

17,917.44 

1.692.98 

164*85 

2,220.96 

1,098.22 

356,246.05 

1,093,965.04 

27,118.02 

27,918.02 

3,756.14 


I 


3,372.8? 


2,615,179.37  3.272J57 
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r  ' 
n 


BALANCE 


2,611,807.10 


THE  LIHUS  PLANTATION  COMPANY,  LTD. 


INTEREST  PROM  OTHER  SOURCES 


Interest 

Interest 

Interest 


on  Hav/aiian  Irrigation  Co. 
on  Notes,  etc# 
on  Agent  Ts  Account 


—  SCHEDULE  nA"  5. 
Bond  60.00 

91,20 

14,402.41 

14,553.61 
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THX  USDS  PLANTATION  COMPAST,  HD. 
ISCOBS  ?R01i  OTHER  30080X3  -  SOBXOOU  'A* 


fg7. 

io 


Profit  on  Lihue  and  Branch  Stores 
Profit  on  Ranch 

Profit  on  Electric  Plant  and  Ourrent 

Profit  on  Water  8alee 

Unclaimed  Wages 

Rebates  on  Fertilizer 

Scrap  Sold 

Ponder  4  Ballast  Sold  -  Cash  Oyer  and  Sundries 
Sonus  Refunds 
Sundry  Realizations 


52,414.11 

38,578.07 

8,534.56 

8,052*  S8 

-• 

1,292.33 

3,605.00 

i,998.39 

842.08 

133.88 

1,917.27 


106] 766.07 


I 
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THE  LIHUE  PLANTATION  COMPANY,  LTD. 


REPAIRS 


SCHEDULE  •’A" 


14. 


Roads  and  Bridges 

Fences 

Buildings 

Irrigation  Ditches 

Drays  and  Carts 

Flume  3 

Railroad 

Rolling  Stock 

Tools  and  Implements 

Water  Works 

Boats  and  Scows 

Furniture 


2.188.43 

3.280.43 
23,372.33 

4,785.35 

527.55 

1,846.05 

14,238.09 

16,679.23 

2,548.20 

2,111.81 

4.68 

38.12 


71,620.25 
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IRS  1XHUS  vujrtxnos  cokpaft,  ltd, 

9TAT9V0RT  L03SS3  -  9CHSD0LS  A  23. 


34.4 


3rd  libsxty  Roads 
Ath.  Liberty  loads 
Stk  libsrky  loads 


00 ST  PRICK 
100,000.00 
100,000.00 
50,000.00 


SALS  PRICK 


87,18^.45 

85,068.85 

47,000.80 


LOSS 

12,318.35 

14,931.15 

2,919.30 


Sugar  factors  Ob.  Ltd.  Shares 

1583  sbsrss  0  *304.34  Mar*  1,  1913  Tblas  481,465.88 
252  •  0  *100.00  Oost  25,300.00 

1834  ■  0  40.00  Sals  Pries  _ 75.360,00  433. 305.  S3 

756,635.98  292,391,10  463,974.79 


i 


I 
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THE  LIHUE  PLANTATION  COMPANY,  LTD. 
DilfeoMIOK  -  SCHEDULE  AUS: 


Buildings 

Caterpillars  and  Tractors 
Ditches 

Drays  and  Carts 
Hydro  Electric  Plant 
Electric  Pumps 
Pences 
Plume  s 

Furniture  and  Fixtures 
Bridges  and  Trestle 
Harness  and  Saddles 
Hoiiahanapuni  Pipe 
Land  Cleaning 
Mill  Flant 
Mill  Ditch 

Irrigation  Pipe  Lines 
Railroad  and  Bridges 
Reservoirs 
Rolling  Stock 
Steam  Plows 
Tools  and  .Implements 
Trucks  and  Autos 
Tunnels 

Red  Wood  Pipe  Line 
Concrete  Wharf 
Wharf  and  Harbor 
Warehouse  Ahukini 
Live  Stock 

Equipment  Waiahi  Electric  Co.  Ltd* 


5,488.50 

3,410.82', 

4,110.48 

256.46. 

3,870.42 

329.40 

1,459.17 

770.92 

552.56 

1,954.75 

56.43 

44.44 
1, 015.40 

31,691.79 
485.91 
660.90 
7,450.63 
543.38 
28.24 
1,993.25 
1,175.19 
356.23 
2,944.36 
1 , 182 . 16 
843.69 
2,450.71 
710.26 
78.76 
749.60 


I 


76,664,81 
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Included  in  deduction  under  schedule  ^  22  is  a  loss  of 
$433,305-88  sustained  through  the  sale  of  lg^  share*  of  capital 
stock  of  Sugar  Factor*  Company,  Ltd*  Of  the  total  number. of 
shares  held  in  this  Compary ,  1582  share*  were  held  prior  ko  March 
1,  1913,  and  this  explanation  has  reference  to  the  method  used  in 
determining  the  fair 'market  value  of  this  stock  as  of  that  date* 

No  hona  fid*  sales  of  this  stock  v/ere  made  prior  to  Aferch  1, 

1913  or  ffir  several  years  subsequent  thereto* 

The  Sugar  Factors  Compary,  ltd.  is  an  Hawaiian  Corporation 
organised  in  1904  by, a-  number  of  *ugpr  plantations  of  Eaitaii  and 
the  principle  object  *of  its  format i oh  was  to  acquire  and  operate 
the  California  &  Hawaiian  Sugar  refining  Company  cf  California  a* 
an  cutlet  for  the  raw  sugar  produced  by  its  shareholders; 

.  Luring  1920,  owing  to  the  abnormal  flu cuat ions  in  the 
price  of  sugar,  and  government  control  -of  profits,  the  looses  of 
the  refinery  were  so  severe"  that  it  practically  wa3  taker!  over 
by  its  creditors.  Most  of  the  stock  of  Sugar  Factors  Company, 

Limited,  which  at  the  time  owned  1CC$  of  the  California  £  Hawaiian 
Sugar  Refining  Company,  wee  purchased  from  the  various  plantations 
at  an  appraised  net  value  of  $40.00  per  share*  Out  entire  hold¬ 
ings  in  this  compary  were  sold  at  this  figure* 

The  method  used  in  computing  the  value  of  shares  of  stock 
in  Sugar  Factors  Company,  Ltd.. as  of  .March  1,.  l$-3i  follows  closely 
the  method  prescribed  in  Internal  Revenue  Bulletin  A.R.B. 

33  and  the  following  exhibits  are  submitted  herewith  shoeing  the 
details  cf  the  computation. 

Exhibit  A.- Valuation  of  C.  &  H.S.R.  Co., ‘March  1,  193-3 
on  the  basis  of  its  earnings  averaged  over 
five  years  prior  to  1913* 

Exhibit  B  .-Valuation  of  shipping  rights  March  1,  1913 
accruing  to  stockholders  of  Sugar  Factors 
Company,  Ltd* 

Exhibit  C.-Balance  Sheet  of  C.  &  H.S.R.  Co*  as  cf  March  1,  1913* 

Exhibit  L.-  Balance  sheet  cf  Sugar  Factors  Company,  Ltd., 

March  1,  1913* 

In  further  explanation  cf  exhibit  B.  we  *ould  say  that  the 
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gg,1 7i  purpose  of  the  formation  cf  this  Company  was  to  save  to  its 
stockholders  the  difference  in  freight  rates  to  Sen  Francisfco  and 
to  the  Atlantic  Coast* 


The  capacity  of  the  refinery  has  always  teen  less  than  the 
production  of  Its  stockholders,  therefore,  the  right  tc  ship  raw 
sugar  to  the  refinery  has  “been  allocated  on  the  basis  of  etock  hold¬ 
ings  and  this  right  has  been  recognised  as  a  distinct  property  ri&it 
accruing  to  the  stockholders  and  subject  to  purchase  and  sale  apart 
from  the  stock  itself*  •  Plantations  that  on  c  count  of  drought  or 
other  reasons  did  not  produce  .the  tonnage  which  they  were  entitled 
to  ship  tc  the  refinery  during  ary  year*  have  in  numerous  instances 
sold  this  excess  to  -other  plantations  at  prices  ranging  from  $3*50 
to  $7*53  per  ton* 

As  the  value  of  the  shipping  right  accrued  equally  to 
all -the  stocked ders  of  Sugar  Factors  Company,  ltd.,  it  ic  treated 
as  an  asset  cf  that  Company  in  determining  the  loss  of  the  stock¬ 
holders  cf  the  Company 

Tc  show  that  the  value  cf  $3*^49, S07 *30  placed  on  the  shipping 
rights  as  cf  24arch  1,  1913,  Is  very  moderate  the  following  schedule 
showing  actual  savings  for  the  years  1913  tc  1$>19  is  presented: 


Tear  Tonnage  shipped 

_  to .Seflnggy 


Saving  per  Total 

Ton _  _ 


1913 

1914 

1915 
1S16 

1917 

1918 
191S 


249,491 

245,118 

250, 97s 

242,564 

255,474 


4.07 

4.05 

4*61 

4.96 

4.15 

7.25 

6.725 

Total 


694,4s&.3S 

510,952*30 

1,150,133.51 

1,215,785-25 

1,090,888.04 

1,755,589.00 

8,660,272.16 


Figures  are  based  on  the  records  of  Sugar  Factors 
Company,  Ltd. 
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VALUATION  CF  SUGAB  FACT  CHS,  ITD.  STOCK 

AS  OF  MABCH  1,  I9I3.  1 


EXHIBIT  A. 


Q  /  << 

‘-£ 


Valuation  of  California  &  Hawaiian  Sugar  Refining  Co. 
MARCH.  1,  1913*  on  the  basis  of  Earnings 
over  a  period  of  five. years* 


Value 

Of 

Assets 

12/31 

•1907 

R 

n 

R 

n 

1908 

« 

n 

R 

R 

1909 

n 

n 

n 

R 

1910 

tt 

n 

R 

R 

1911 

n 

R 

n 

R 

1912 

Average  over  5  year* 
8  2$  on  Assets 


5,21*2,337.66 

5,500,410.00 

6.4oo.g6>.o6 

4,880^51.49 


Earning* 

« 

« 

* 

v 


$807,071.39 

1,06S, 982 .08 
1555,631.04 


Earning 8  attributable  to  Good  Will 
Capitalised  on  the  basis  of  15$ 

EXHIBIT  B. 


CW.T7JJW 

74^,042.-5? 

kpo. 476.12 

1^2.^66.26 

2,^0,441.73 


Valuation  of  Shipping  Rights  as  of  March  1.  12&- 


Accruing  to  the  Stockholders  cf  sugar  Factors,  _l#d. 
1902  Figure*  not  available 


1909  Freight  Charges  East  per  ton 

*  8  8  Calif.  8  8 

Value  of  Shipping  right*  0  8 

1910  Freight  charges  East  per  ton 

0  8  Calif.  8  8 

Value  cf  shipping  rights  8  8 


1911  Fxeibht charges  East  per  ton 
l8'  8  Calif*  8  8 

Value  of  shipping  rights8  8 


12.337 

4.146  x  I3C563  tons-  shipped- 

j  $624,234.20 

12,336 

ilM 

4.150-  x  150089  tons  sUppei- 

522,827.85 

12.1*56  I 

■■S.-U.4- 

4.302  X  153113  tons  sniFpodr- 

:  55s.602.13 


1912  Freight  charges  East-"  per  ton 
8  8  Calif*  8  8 

Value  of  shipping  rights  8  8 

Average  over  4  years 
Capitalized  on  the  basis  of 

Eepresenbing  the  value  of 
Factors,  Ltd*  accruing  direct 


12*328 
S_*l?l_ 

4.157  x  165045  ton*  shipped- 


205 f 


^,249,807. 


80 


Good  Will  of -the  Sugar 
to  it*  Stockholders* 
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VALUATION  OF  SUGAR  ' FACTORS •  HD#  STOCK  9*99* 
AS  OF  MARCH  1,  1913* 

EXHIBIT  C 

Calif orala  &  Hav.aitan  ScKar  Refining  Co. 

Balance  Sheet  December  11.  1912 .. 


ASSETS 


Cash 

Accounts  Receivable 
Hot as  0 

Inventory  Supplies 

*  Saw  Materiel 

■  Finished  Goods 

Beal  Estate, Bldgs •&  Equip.  2,937,270.29 
Good  Will  Capitalized  15$ 


202J60.85 
52,593.6s 
991,018.01 
217 j 013 *08 

28,906.30 

209,864.70 


Ad.i-g3tr.snt  s 


XIABILIT IES 

Bote  8  Payable 
Bonds 

Capital  Stock 
Surplus 


Pro  rata  Earnings  to  3/V^3 
50,000  Sh.  3  177.94819- 


6,639,432.41 


42,567.35 

156,000.00 

5,oco,ooo.oo 

1,400,865.06 


146,102.74 

1,350,441.73 


Able  tc  Realize 

202,760.35 

52.5SS.68 

951,018.01 

217,013.0s 

28,S06.S0 

2,355,967.44 

2,937,270.29 

2fT>0.U4l,73 

9,224,565.82 


42,567.35 

196,000.00 


$6639,432.41  $2,496,544.47 


2,350,441.73 

146,102-74 

5.456.248,47 
.$2,496,544.47  $9,224,565 .52 


ASSETS 


EXHIBIT  D 

SUGAR  FACTORS  LTD. 

Balance  Sheet  December  31.  1912. 


33$ 392 -33 
3,249,807-80 


Cash  and  3ank  -599j357*01  11,617-92 

Refinery  Stock  44,121  Sh*  3 » 033, 2©5 *25  4/817 , 32o  *24 
Bonds  1,317,272.79 

Office  Fixtures  2,275.87 

Real  Estate  77,207*3^ 

Good  Will  a/c  Shipping  Bights 

5,030,572.88 

LIABILITIES 

Accounts  Payable  19*95 

Capital  Stock  4, 312 , 600 .00 

Surplus  717,952.93 

Pro  rata  Earnings  tc  3  A/ 13 
Talus  of  43,126  Sh.  @  304,34 


s10.974.93 

7,929,659.45 
l7,73“+.4l  1,300,138.38 

2,275.87 

110,599.69 

.1.244.507.80 

13,203,456.15 


19.95 


8,161,259.35 

11,617.92 


$13,203,466.20 


$5,030,578.58  $5,190,641.68  $5 , 190 , 641 . 6s$13203 , 4s6 . 15 


Value  exclusive  of  shipping  Rights  $230.81  per  share. 
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SCHEDULE  E.— CAPITAL.  SURPLUS,  AND  UNDIVIDED  PROFITS  AS  SHOWN  BY  BOOKS 
BEFORE  ANY  ADJUSTMENTS  ARE  MADE  THEREIN. 

E4.  Stool,  actually  outstanding  at  the  end  of  tbe  preceding  taxable  jieriod  should  be  entered  in  this  schedule 
to  theextent  that  It  is  paid  up.  If  stock  or  shares  were  issued  at  a  nominal  value  or  without  par  value  the  entries 
should  reflect  the  amounts  on  t.'ie  books  in  respect  thereof  at  the  close  of  the  preceding  taxable  period. 

EJ.  This  item  should  Include  paid-in  surplus  as  shown  by  books  at  the  end  of  the  preceding  taxable  jienod. 
If  any  amount  is  claimed  under  Section  320(a)  (2)  of  the  Revenue  Act  of  1918  or  under  Article  s37  of  Regulations 
15,  the  amount  claimed  should  be  entered  under  Item  1,  Schedule  F,  und  not  in  tills  schedule. 

JB7.  Reserves  which  represent  allocations  of  surplus  and  were  not  accumulated  through  deductions  made 
In  computing  net  income  as  returned  in  previous  years  may.  If  properly  explained,  be  enter*!  as  Item  7.  Such 
entries  should  be  identified  and  If  necessary  reconciled  with  balance-sheet  reserves. 

E10.  If  the  corporation  had  on  hand  a:  auy  time  during  the  taxable  period  any  treasury  stocK,  cojuex  of  the 
journal  entries  covering  tho  original  issuance,  rerossesslon  and  any  subsequent  adjustments  should  l>e  furnished. 
""  asury  stoe':  includes  all  stock  reacquired  by  the  corporation  and  not  canceled,  regardless  of  the  reason  for  the 
listtlon. 


Item.  i  Amount. 

i 

Capital  stock  paid  up  or  1  actually  outstanding  at  the  rlv*e  of  the  pre*wding  year:  j 

1.  First  preferred _ _ ...... - ............... - - - - 4 . .  .. 

2.  Second  pretrned . . . . . . | . . . ‘ 

3.  Common _ ........................... _ ......... . . SyOOOyQCQ-eQO 

I.  .Total . . . ]s . ^OOOfUUQwQQ 

Surplus  and  undivided  profits: 

5.  Paid-in  surplus . . . . . . . . . . . ~| . . . . 

8.  F.amed  surplus  and  undivided  profits. . . . . ' . ..... 

7.  Reserves,  additions  to  which  are  not  deductible  in  computing  ret  income  !  p  ftTX  ffl 

(to  he  reconcile*!  with  balance-silent  items'... . . . } . MQ 

s.  Others  Items  *to  1-e  detailed). . . ... _ _ _ _ _ 

o.  Total  or  Tresj*  t .  5, «,  7,  ax»  * . . . .  s 5.105.S3J.SJ 

10.  Deduction  on  account  of  treasury  stock . . . . . . . j .  . 

11.  |  Oaplteland  surphisat  l«erinninroftaxah)e|ierIod  asshown  by  book*  |- . .  J  ♦I 


C4.  Is  any  property  (including  physical  property,  securities,  and  intangible  property)  paid  for  with  cash 
or  with  other  tangible  property  entered  on  the  l*ooks  of  the  corporation  at  a  v  able  in  excess  of  the  amount  of  cash 

paid  therefor  or  the  artual  cash  value  of  the  tanglh.c  property  paid  therefor?  . . If  so,  submit  a 

statement  showing  («r)  kind  of  property,  (6)  amount  of  cash  paid  therefor.  <c)  a-  tual  cash  value  of  other  tangible 
I  property  paid  there'or,  (4)  how  that  Mluo  was  determined.  '• '  valve  at  which  the  property  Is  entered  on  the 
|  looks  of  the  corporation,  anil  (/)  excess  of  (e)  oven  V  or  ft).  ‘1  hiseveess  m'M '  center*!  a«  Item  4,  Schedule  G, 
j  for  the  taxable  period . 

G5.  Has  adequate  provision  been  made  In  the  accounts  of  the  company  for  (c)  losses  of  every 

j  kind? . . i..  (M  depreciation? . . .  fe)  obsolescence? . ,  (4)  depletion  of 

]  mineral  deposits,  timts-r  supplies,  ard  the  like? . 

If  adequate  charge  has  not  been  made  for  depreciation,  depletion,  obsolescence,  and  other  losses,  and  the 
value  of  the  property  has  no!  been  maintained  l>y  replacements  that  have  been  charged  to  expense,  proper 
additional  charges  therefor  must  be  computed  lor  alt  years  in  which  they  were  not  made  on  the  books,  and  tbe 
total  amount  of  such  charges  must  be  entered  as  item  5.  -  cl.eduk  <7. 

G6.  Did  the  corporation  ever  receive  a  stock  dividend  on  stock  owned  in  another  corporation? _ _ 

If  tbe  answer  Is  “yes,”  state  in  detail  for  each  stock  dividend  received,  (a)  date  received,  (8)  from  whom 
received,  (e)  number  of  shores  received,  (4)  par  vuluc  of  shares  received,  *r)  value  at  which  entered  on  its 
books  of  account,  (/}  whether  or  not  surplus  was  Increased  by  this  value.  If  answer  is  “yes,”  enter  tbo  amount 
by  which  surplus  was  increased  as  Item  f>.  Schedule  G.  If  answer  Is  “no,"’  state  the  account  in  which  it  was 
Included,  (ff)  date  of  sale  of  any  of  the  shares  i>f  -••>rk  received  its  a  stock  dividend,  (A)  number  of  shares  sold, 
(i)  <  mount  received  therefor. 

Son.— U  answers  to  the  foregoing  questions  indicate  that  stock  dividend*  received  at  any  time  have  been 
i  treated  as  an  Increase  of  rurplus,  and  such  Increase  is  reflected  in  tbe  computation  of  invested  capital  in 
j  returns  for  any  oral!  of  tbe  taxable  periods  1917, 1918,  wd  1PI9,  amended  returns  should  bo  filed  for  such  tax- 
I  able  period  or  periods  in  which  this  error  occurred. 

I  __ _  _ 


Item  Amount. 


I.  Valuation  of  pstei  ts.  copvricht*.  v-crct  proretur*.  or  lormulu-.  good  will,  j 
trade- marks,  trade  brands,  franchise.-.  or  other  Intangible  property _ ..  < 

?.  Valuation  of  tangible  property  paid  In  'or  st.ick . 

*  3.  Valuation  of  assets  acquired  in  reorganization- _ _ 

;  4.  Appreciation  . . . ....  .  . 

{  5-  o  &S? 

C.  Stock  dividend  op  stock  held  in  another  corpora' icr:... 

7.  Total  Dcorcnov . . 


. »»** 

rnzirrjsffisir 


SCHEDULE  F.-ADJUSTMENTS  BY  WAY  OF  ADDITIONS. 


SCHEDULE  H.-CHANCES  IN  INVESTED  CAPITAL  DURINC  TAXABLE  PERIOD. 


Ft.  If  an  addition  to  invested  capita!  is  claimed  In  Item  1.  Schedulo  F.  submit  a  statement  showing 
v.)  the  kind  of  property,  (5)  the  ycartn  which  it  was  paid  In,  (')  from  whom  acquired,  explaining  his  relation¬ 
ship  to  the  corporation,  td)  the  actual  n*h  vahie  of  such  property  at  the  date  when  paid  In,  it)  the  par  value  of 
stock  or  shares  iio:id  therefor  and  the  amount  at  which  such  property  w  as  entered  In  the  accoimts,  (/)  the  l«sis 
upon  which  'he  actual  cash  value  of  the  property  was  determined  and  the  date  when  such  determination  was 
ma'le.arn  if)  the  amount  of  depreciation  sustained  on  such  property  from  the  dr.te  of  acquisition  to  the  beginning 
oftho  taxable  period. 

F2.  It  an  addition  to  invested  capital  Is  claimed  In  item  2,  Schedule  F,  submit  a  statement  showing 
(c)  the  kind  of  property,  (A)  the  year  in  which  it  was  acquired,  (e)  its  cost,  (4)  the  amount  of  depreciation  sus¬ 
tained  on  such  property  from  the  date  of  acquisition  to  the  lwclnning  of  the  taxable  period.  State  also  whether 
each  item  sought  to  >-e  re- tore!  was  actually  used  or  usable  at  tbe  beginning  of  the  taxable  period.  Were  these 

expenditures,  when  made,  written  o"t  in  lieu  of  depreciation?  . . .  If  so,  explain  what  adjustments 

have  been  made  to  provide  for  depredation  in  view  of  the  proposed  restoration  to  surplus.  Additions  In  this 
item  are  cumulative  to  tho  lwginnirg  of  the  taxable  period.  For  all  additions  hereunder  provision  must  l*o 
made  for  depredation  to  the  lunrirning  of  the  taxable  period. 

FX  If  any  addition  to  Invested  capital  is  claimed  In  Item  3,  Schedule  F.  state  specifically  the  amount  of 
depreciation  written  ofl  each  year  In  the  books  of  the  company  and  the  amount  allowed  as  a  deduction  in  com¬ 
puting  net  Income.  Additions  to  this  Item  are  cumulative  to  the  beginning  of  the  tax  aloe  period. 


Item. 

Amount. 

1.  Actual  cash  value  of  tangiMe  property  clearly  and  sui»lanltal!v  in  excess  of 
par  value  of  stock  Issued  thetelor  or  of  the  cash  or  other  consideration  paid 
therefor  (Article*  ter.  and  y$7) _ _ _  .. 

2.  Additions  to  Burplns  ( Articfet  S4o  to  vc*,j _ _ _ _ 

3.  Depreciation  or  depletion  charred  in  the  accounts  of  the  corporation  but  I 
disallowed  by  the  Department  as  a  deduction  on  income  tax  returns . ! 

. 553,290 rllP 

Totat . . . . . ' 

35S.J90.M> 

SCHEDULE  C.— ADJUSTMENTS  BY  WAY  OF  DEDUCTIONS. 

Gl.  Is  any  patent,  copyright,  secret  process,  or  formula,  good  will,  trade-mark,  trade  brand,  franchise,  or 

other  similar  intaagihl*  property,  paid  in  for  stock,  earned  as  an  asset  by  the  corporation? _ _  If  j 

not  entered  specifically  as  such.  Lx  the  Intangible  value  merged  under  any  other  title  or  titles  on  the  books  or 

belanco  sheets  submit  led  with  this  return? .  Is  it  entered  on  the  books  ai  e  value  in  excess  of  its  | 

actualcash  value  when  paid  in? - -  In  excess  of  the  par  value  of  the  stock  Issued  thervtor? . .  j 

Is  the  aggregate  of  such  assets  acquired  prior  to  March  3. 191?.  entered  on  the  books  at  a  value  In  excess  of  25  per 

cent  of  the  par  value  of  the  stock  outstanding  on  March  3. 1917? _  Is  the  aggregate  of  such  assets 

entered  on  the  books  at  a  value  In  excess  of  25  per  cect  of  the  par  value  of  the  stock  outstanding  at  the  beginning  | 
of  the  taxable  period? - 

if  the  answer  to  any  of  the  foregoing  questions  is  •*  yes,"  submit  a  statement  showing  separately  with  respect 
to  such  assets  acquired  fi)  before  March  3,  1917,  and  (?)  on  or  after  that  date,  (a)  date  of  acquiritlon;  (6)  r«h 
value  at  that  date,  with  a  complete  explanation  of  the  basis  upon  which  such  cash  value  was  determined; 

(c)  par  value  of  the  stock  Issued  therefor;  (4)  par  value  of  total  stock  outstanding  March  3, 1917;  (r)  par  value 
of  total  stock  outstanding  at  the  beginning  of  the  taxable  period:  (f)  the  value  at  which  such  assets  are  entered 
on  the  books  of  the  corporation. 

If  all  the  intangibles  were  acquired  beiore  March  3, 1917,  tbe  amount  by  w  hich  (/)  exceeds  (6),  (e),  25  per 
cent  *>r  (<f ),  or  21  per  cent  of  (e ).  whichever  is  low  vs* ,  must  lie  entered  as  Item  1 ,  Schedule  G ,  for  the  taxable  period. 

If  tbe  intangibles  were  acquired  on  or  after  March  2, 1917,  t.V  by  wliiih  the  entry 'n  tp  retiring  to  i 

such  Intangibles  exceeds  (6)  or  it)  relating  thereto,  or  25  per  cent  of  (t ),  whichever  Is  lowest,  must  be  Included 
In  Item  1,  Schedule  C,  tor  the  taxab'e  period:  PncUtd,  That  If  Intangibles  were  acquired  before  March  3, 1917,  j 

and  also  on  or  after  that  date,  deduction  shall  he  made  so  that  the  amount  included  In  Invested  capital  for  the 
aggregate  o:  Intangibles  shall  not  exceed  75  per  cent  of  tbe  par  value  of  the  total  stock  outstanding  at  the  beginning  j 

of  the  taxable  period.  ; 

Not*.— If  the  stock  or  the  corporation  was  issued  at  a  nominal  value  or  without  par  value,  for  the  purpose  i 
of  the  computation  under  Item  I,  the  par  value  shall  he  deemed  to  be  the  fair  market  value  as  of  the  date  or  dates  • 

of  Issue.  The  aggregate  value  so  determined  of  stock  outstanding  on  March  3. 1917,  or  at  the  beginning  of  the 
taxable  period,  shall  he  the  basis  for  the  computation. 

G2.  Is  any  tangible  property,  paid  In  for  stock,  carried  at  an  asset  by  the  corporation? _ 

If  ao.  la  It  entered  on  the  kooks  at  a  value  In  excess  of  its  actual  cash  value  when  received?  -  ..  _ jn 

exons  of  the  par  value  of  tbe  stock  paid  therefor? _ ... _ .... 

If  the  answer  to  cither  of  the  last  two  questions  Is  “yea,’*  submit  a  statement  showing  («)  kind  of  property, 

(5)  when  acquired,  (<)  per  value  of  the  stock  paid  therefor,  (4)  actual  cash  value  of  the  property  when  paid  in, 

(<)  the  basis  on  which  that  value  was  determined,  (/)  value  at  which  the  property  is  entered  on  the  corporation's 
books,  and  (ff)  amount  by  which  such  value  exceeds  the  allowable  va'ue  under  Section  325(a)  (2)  of  the  Revenue 
Act  of  1918.  Enter  this  amount  as  Item  2,  Schedule  G ,  for  the  taxable  period. 

G3.  Was  the  business  reinoorporated,  reorganized,  or  consolidated  or  was  Its  ownership  changed  or  was  there 
a  change  in  ownership  of  property  after  Mareb  3, 1917? _ If  so,  answer  tbe  following  questions- 

(а)  Did  an  Interest  efSO  per  cent  or  more  in  the  business  orin  the  property  which  changed  ownoshlp  remain 

in  the  control  of  the  same  persons,  corporations,  anocialionx,  or  partnerships,  or  of  any  of  them? _ 

(б)  Were  any  of  the  assets  entered  on  the  books  of  the  corporation  making  this  return  ut  a  higher  vatoe  than 

on  the  books  of  its  predecessor? _ 

(c)  If  such  previous  owner  was  not  a  corporation,  attach  a  statement  showing  (1)  the  cost  of  acquisition  to 
the  prevloos  owner  of  any  asset  so  transferred  or  received.  (2)  expenditures  subsequent  to  that  date  for  betterment 
or  development  not  deducted  as  expense  or  otherwise  since  March  l ,  1913,  by  such  previous  owner,  (3)  the  allow, 
ance  for  depreciation,  depletion,  or  Impairment  since  the  date  of  acquisition  by  such  previous  owner. 

(4)  If  all,  or  substantially  all,  of  the  property  was  acquired  from  a  corporation  during  the  taxable  period, 

attach  bento  belaaoe  sheets  of  such  predecessor  corporations  as  at  thebegtnning  of  the  taxable  period  and  as  at  the 

date  immediately  prior  to  the  transfer  of  the  property  to  the  corporation  making  the  return ,  and  also  a  uaLuce  i 

sheet  or  statement  of  the  corporation  making  this  return  showing  the  values  at  which  such  property  received 
or  transferred  wen  entered  on  the  book* 

For  the  purpose  of  determining  Invested  capital  each  asset  so  transferred  shall  not  be  allowed  a  greater  value 
than  would  have  been  allowed  to  the  previous  owner.  If  a  corporation ;  or,  if  not  a  corporation,  at  its  cost  to  ! 
such  previous  owner,  with  proper  adjustments  for  losses  and  Improvements. 


1.  Cbangrs  In  {invested  capital  during  tl-*  lavubtc  period  ordinarily  anxo  in  one  or  more  of  -he  following 
ways: 

Additions- 

(a)  By  sale  of  capilali  lock  tv r  cu-h  or  ly  t  lie  i  ••  oo  of  capita]  stock  !or  tangible  or  other  asset*. 

(t>)  lty  paymei-t  of  .is*e-sment*  by  stockholder*  or  ly  creation  of  paid-in  surplus  ly  contribution  of 
stockholder- . 

Deduction?— 

(c)  By  liquiilation  o*  fart  of  the  capita,  ly  retirement  ol  stock  or  ly  purrhuse  of  treasury  stock  not 
out  of  current  earning*. 

<  i)  By  payment  of  cash  dividends  out  of  eur.uu-i  of  prior  years. 

tv)  By  payment  of  Federal  income  and  protits  t.ix*  ■>  for  previous  year*. 

Tbo  changes  with  respect  to  taxes  will  occur  in  nenriy  every  cits.-*.  Should  no  i !  uinges  be  noted,  tlio  rra-nn 
for  t  ho  omission  should  lie  si  Hied . 

2.  The  following  Instructions  idiouid  tw  followed  in  making  the  alrue  adjastroents:  each  item  should  be 
designated  as  an  addition  <  r  deduction,  deduction  being  divi mated  by  red  ink: 

(a)  If  stock  is  issued  lor  cadi,  the  act  tail  exh  reamed  it>ut  not  the  amount  of  discount)  should  1st  entered 
in  this  schedule.  .Vssct*  (Other  than  m  li'  puid  in  for  stock  mud  '«•  value- 1  In  accordance  with  Section  328fa)  '2) 
oftho  Revenue  Act  of  tyiv 

(e)  If  capital  stock  of  t):»-  corporation  is  reacquired  l-it  i  .,*  pt:id  f«  nut  of  rum-nt  ptodts.  the  cost  of  si-rh 
stuck  should  be  deducted  from  lu  vested  capital. 

(ift  Rejiort  divldei  •!«  pa!J  out  u{  pr  iPts  of  prior  years  hut  rot  dividends  pci* l  out  of  profits  of  the  taxable 
period.  Any  distribution  made  during  the  lirst  Oh  days  of  the  taxable  period  shall  l  *e  deemed  to  haw  t*ccn  made 
from  earnings  or  profits  accumulated  during  the  preceding  taxable  period;  but  ar.y  distribution  made  during  the 
remainder  of  the  taxable  period  sluillla*  deemed  to  have  been  made  from  tbe  profits  for  that  period  totheextmt 
that  such  profits  are  suthcicft.  *  s»e  Articles  *-*.7  and  I  Jin,  Regulations  4.1.) 

tt)  The  amount  of  Federal  income  and  profits  taxes  payable  should  l<c  promt  cl  and  ded’ictd  a?'  of  the 
dates  when  duo  and  payable  whether  reserves  have  Is-on  «ct  up  o;t  the  looks  or  not.  -'.Sec  Article 845.) 

The  nvarage  adjusted  deduction  to  Is-  entered  in  column  7  equals  total  Income  and  profits  tax  multiplied 
by  0.4214. 

3.  Tho  data  called  for  In  ertumns  !  to  J  shot.M  la-  given  for  all  trsns*ctn*tts,  that  columns  3  and  l 

are  applicable  only"  to  the  issue  or  teacquixitlon  of  tbecorj>orauon'»  stock. 

4.  Ip.ooluntnu  en’er  the  number  of  days  remaining  in  the  taxable  period  i  including  tl  v  date  of  change). 

3.  The  net  changes  not  repomsl  in  Schedule  L.  if  not  in  accordance  wl'h  the  Irte-eo-es  o*  <b<-r»a-cs  retlcchd 

in  the  balance  sited?,  should  l*e  fully  rroonclled  therewith. 


■ 

1 3.  Numl-er 

4.  If  for 

5.  Anwwint  of  cash 

1.  Nature  of  additions 

2.  1  of shares 

cash  sia»e 

or  cash  x’ahie 

and  deductions. 

Date,  sold  or  re- 
laired. 

price  per 

share. 

actually  received 
or  paid  out. 

«... 

2... 

3  - 

4 . : — 

■ 


i«2=acr 


A, 

Xitmi*cr 


7.  Adjusted  average. 


,  ,  /Cftlumrii7 CAJumn  f>\ 

or,iavsl 

D^riod. 


effective. 


"BIviaen4S~  X-4«0  , - -  30,000100  3%  29,9t8-03 

. f  jo,odti.00  3S* . 2T.3n.05 

. 59,582.5*  2S2 

.  •  59.582.5T  *« 

* . «  Sa-V .  59,532757 *T 2.76r-50 


9. 


Nrr  Inc* cask  c*  ]>tia*Asx . 


^3574738199 


SCHEDULE  J.-  -INADMISSIBLE  ASSETS. 

iff  tin  corporation  any  inadmissible  asrets  (i.  e„  stocks,  bonds,  and  other  obligations,  except  obligations 
of  the  United  Stai.es,  the  income  from  w  hich  is  nt  •.  taxable)? . — . 

If  so,  attach  hereto  a  statement  show  ing  for  the  taxable  period  the  facts  c!tl!*«l  :*>r  In  item*  «t)  to  (J)  of  .bis 
schedule. 

If  the  income  from  such  assets  eons!*:*  m  jnrt  cf  gain  or  profit  front  the  sale  or  other  dUposuion  thereof,  or 
If  all  or  part  of  the  Interest  derived  from  such  as-etsis  in  effect  Included  in  the  net  income  because  of  the  limitation 
on  tbe  deduction  of  interest  under  Section  234(a)  (2)  of  the  Revenue  Act  of  1918,  then  a  corresponding  part  of 
the  capital  invested  In  such  assets  is  deemed  an  admissible  asset.  In  **ieh  ca-e  set  forth  In  detail— 

(a)  the  various  kinds  of  income  derived  front  such  H-et<  at:d  the  computation  of  t»ie  part  of  the  capital 
invested  therein  which  is  deemed  an  admissible  axvt. 

For  the  purpose  of  this  schedule  Inadmissible  u?>'ts  shall  "to  valued  at  cost  of  acquisition,  except  t'.iat  if  tite 
corporation  tsadcaler  in  securities  and  inventories  such  axii-tslnaicordanee  with  Article  1585,  Regulations  45,  such 
Inventory  figure  slteU constitute  the  measure  oi  vain-.  Admissible  assets  shall  be  valued  os  provided  ir.  Sections 
32ti,  330,  and  331  of  the  Revenue  Act  of  1918  and  Art  i.  les  S3l-.*fl9. 931-934.  and  941  of  Regulations  45.  The  average 
amount  of  asset.*  of  each  kind  held  during  any  year  may  ordinarily  be  determined  by  Jtudiug  by  2  tlte  sum  of 
the  amount  of  such  assets  held  at  the  beginning  of  I  he  taxable  (icriod  and  the  amount  held  at  t  he  end  of  the  taxable 
period.  In  such  case  tbe  amount  of  admissible  avsets  may  best  *>e  determined  from  (l )  the  balance  sheet  as  at  the 
beginning  of  the  period  a4ju*tid  witn  re*peet  to  the  items  In  Schedules  F  and  G  and  (2)  tho  Ixrlance  sheet  t*  at 
tbe  end  of  the period  corre-pon'llngly  adjusted.  Biitlfatanytlmediirirgni,-t«*aMera.iiodasubstautUlcliange 
has  taken  place  in  the  amount  of  such  asset*,  the  average  amount  must  l*e  tletcrmined  as  provided  in  Article 
852  of  Regulations  45.  In  such  case  show  I n  u*' . ■  I— 

(5)  The  computation  of  such  amour" : 

(f)  Amount  of  Inadmissible  assets  he(*i  l-eyimiingof  the  taxable  period; 

(4)  Am.-.unt  oflnadmissible assets  he’  v  .d  of  taxable  period; 

(e)  Average  amount  oflnadmlatlMcaxJcts  held  during  taxable  period; 

(f)  Ammir.t  of  admissible  w^«U  hekl  at  beginning  of  taxaolepenod; 

(ff)  Amount  of  admissible  axs-t*  held  at  the  end  of  taxable  period; 

(4)  Average  amount  of  admissible  asset?  held  t-r’.rg  taxoble^perlod; 

(i)  Sum  of  (r)  plus  (*); 

(J)  Percentage  which  («)  Is  of  (/). 

This  percenUge  (/)  should  be  applied  to  the  amon'.t  appeanug  ou  line  7,  Schedule  B,  in  or  ler  to  obtain  the 
deduction  on  account  of  Inadmissible  assets,  which  should  lie,  ntered  online  8,  Schedule  B.  itxrs 
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SCHEDULE  L.— RECONCILIATION  OF  NET  INCOME  ANQ  ANALYSIS  OF  CHANGES  IN  SURPLUS. 


1.  !C«  income  tram  Schedule  A,  Item  27 

2.  KoottabulucoiM: 

<€)  Interest  oe  obBgatloai  of  the  United  State*  and  ltx  poMenlcns 

wholly  -  —  - 

(J)  Interest  oo  obligation*  of  States,  Territortoe,  and  political  mb- 

dlTlsioos  thereof  . .  ■  1 1  ,i .  .  -  - 

(c)  Interest  on  Finn  Loan  Bonds  Issued  under  Federal  Farm  lean 

(f)  Dividends «i'stodt*5  domestic  corporations  and  Iran  forties 
corporations  usable  by  the  United  States  on  their  net 

incomes  _ .................  . .  ■■■■*■«»»•••■•*>  ■■••«••••  ■■ 

(«)  Dividends  on  stock  ofpcrsonai  service  corporations  cut  of  earn* 

'  ngs  upon  which  a  Federal  income  tax  has  been  imposed  . . 

(/)  Profits  which  are  derived  from  the  sale  of  vessels  and  which  are 
exempt  under  Section  23  of  the  Merchant  Marine  Act  of  1820... 
•(f)  OtftMllMU.Ql!HBtK?bl  *~ 


-7~ 


rmwuu 


(3) - - - 

4.  Charjes  acainst  reserves  far  bed  debts,  contingencies,  etc.  (to  be  detailed): 

«.  Total  of  Items  1  to  7,  inclusive - - - 


5.  Total  fro xn  Itoxs  13  ...... . . . . . . 

6.  Net  profit  for  year  as  shown  by  books,  before  any  adjustments  are 

made  therein  (Item  Aminas  Item  3) . . . . . 

7.  Surplus  and  undivided  profits  as  shown  by  balance  sheet  at  close  of 

preceding  taxable  period  _ _ _ 


IS.X 

.1. 


J2J- 

51. 


£65. 


15®: 


105 


?«Mr 

■92~j 


DO. 


88. 


12.  Unallowable  defections: 


and  contributions . 


taxes  paid  to  tha  United  State*,  its  poe-  | 

_ i  countries - 1 - 

(e)  Special  improvement  taxes  tending  to  increase  the  value  of  the  | 

(4)  State,  county,  sod  municipal"  taxes*  paid  *b7  "tanks"  and’  other ' 

corporations  based  on  the  value  of  their  capital  stock _ 1 _ .. 

(<)  Furniture  and  fixtures,  additions,  or.  betterments  treated  as 

expenses  on  the  books  _ _ _ ..... _ _ 

(/)  Replacement  and  renewals  ... _ _ _ _ _ ' - 

(#)  Insurance  premiums  paid  on  the  life  of  any  officer  or  employee 

for  ftho  benefibof  the  corporation  or  business _ _ _ _ _ _ 

(l)  Interest  on  Indebtedness  Incurred  or  continued  to  purchase  or 
oany  securities  (other  than  obligations  o:  the  United  Sutes 
Issued  after  September  24. 1017),  the  interest  upon  which  is 

wholly  exempt  from  taxation _ 

(<)  Additions  to  sinking  fund  reserve,  and  reserves  for  bad  debts  I 
and  other  contingencies  (to  bo  detailed) :  I 

(1)  . '  _  .  .  _  j 

(3) - 

.(?>- 


— LlSJJELi 


£1L 


<J)  Other  unallowable  deductions  (to  be  detailed): 
<1) . . . 

(3) - - - 


13.  Total  of  Item  12 . . . !$ . . 

14.  Dividends  paid  during  the  taxable  period  (state  whether  peld  in  cash,  - — 

stock  of  this  company,  or  other  property): 


(a)  Date  paid 


JfejftMjr.. 


Character. 


57D ...  fioa..  oq.. 


(•) 

(e)  Date  paid 

(4)  Date  paid 
IS.  Other  debits  to  si 

... 

!  1  i 

(») . 

1 

Saao*  1919 

1  zfcJjoa  *> 

(c) . 

9.  Total  of  Items  0  to  8,  inclusive  -■ 

s  3 

,c£u 

.ki 

(3)..Jf^JWl...Xl>9Qn».*a»».t.  „1939 . . 

. 1888  HD  129 

10.  Total  from  Item  16 . . . . . ». . 

Sol 

SSL. 

(o.^Mttnl..Iaoca|  JSuxai.. . 

. ..53  J  288..  »  . 

11.  Surplus  Ud  undivided  profits  os  shown  by  balance  Sheet  at  close  of 
taxable  period  (Item  0  minus  Item  10) . . . . . . . 

L'-g-j 

m- 

m 

R  T^M^StvSh.  1S5- . 

$ . IfB-i-i&Uffi.. 

SCHEDULES  SUPPORTING  SCHEDULE  A. 

Tho  following  schedules  must  be  furnished,  and  those  prepared  on  separate  sheets  should  be  firmly  attached  to  this  return.  Enter  name  and  address  of  corporation  on  each  sheet. 


SCHEDULE  A 2:  COST  OF  GOODS  SOLD,  EXCLUSIVE  OF  EXPENSES.  REPAIRS,  AND  OTHER 
ITEMS  CALLED  FOR  SEPARATELY. 

If  engaged  in  a  trad*  or  buxines*.  In  Which  the  production,  purchase,  or  sale  of  merchandise  of  anv  kind 
is  an  tnoorae-pnxiilctng  factor,  (e)  secure  from  the  Collector  of  Internal  Revenue  and  file  as  a  part  of  this 
return .  Certificate  of  Inventory.  Form  1128,  and  (6)  fill  in  tlie  following  schedule,  entering  on  lines  3  and  3,  immedi¬ 
ately  before  tho  amount  column,  the  letters  “CY*  or  “C  or  M,”  to  indicate  that  inventories  are  valued  at  cither 
cost,  or  cost  or. market,  whichever  is  lower. 

(1)  Merchandise  bought  lor  sale.. _ _ _ ...... _ _ 3 _ ....... 

(2)  Cost  of  manufacturing  or  otherwise  producing  goods.  (Submit  schedulo 

showing  principal  items  of  cost,  tho  minor  items  being  grouped  in  one 

amount) _ _ _ _ _ _ _ _ _ _ 


SCHEDULE  A17:  DEBTS  ASCERTAINED  TO  BE  WORTHLESS  AND  CHARGED  OFF  WTTHIN 
TAXABLE  PERIOD. 

Submit  a  schedule  showing  the  amount  (*>  arising  from  sales,  or  services  previously  reported  as  Income; 
(3)  arising  irom  other  sources  (interest,  rent,  royalties,  etc.)  previously  reported  as  Income;  (e)  arising  irom 
sources  other  than  those  specified  alove  (to  l-eitemlred).  (Sec  Article  131,  Regulations  45.) 

SCHEDULE  A18:  EXHAUSTION.  WEAR  AND  TEAR  (Including  obsolescence). 

if  a  deduction  is  made  on  account  of  depredation,  the  following  schedule  must  bo  filled  in,  and  tho  total 
amount  claimed  therein  should  correspond  with  the  figures  reilectod  In  the  balance  sheet.  Land  values  must 
not  be  Included  in  this  schedule.  (See  p:vre  2  of  instructions,  paragraph  10,  and  Articles  101  to  171,  Regu¬ 
lations  43.) 


(3)  Plus  Inventory  at  beginning  of  year _ _ _ _ _ _  . 

(4)  Total _ _ S- 

(3)  Lae* Inventory  »t  «od  of year _ .... _ ........ _ ..........  . 

(8)  Cost  of  goods  sold _ _ _ _ _  $. 


SCHEDULE  A3:  GROSS  INCOME  FROM  OPERATIONS  OTHER  THAN  TRADING  OR  MANU¬ 
FACTURING. 

Submit  a  schedule  showing  the  nature  and  amount  of  the  prindpal  Items  included  herein,  the  minor  items 
being  grouped  in  one  amount.  (For  Insurance  companies  see  page  2  of  Instructions,  paragraphs  2  and  3.) 

SCHEDULE  A4:  TAXABLE  INTEREST  ON  OBLIGATIONS  OF  THE  UNITED  STATES  AND  WAR 
FINANCE  CORPORATION  BONDS. 


If  Interest  eras  derived  during  the  taxable  period  from  Liberty  Bonds  or  other  obligations  of  tho  United 
States  Issued  since  September  1,  my  (except  Victory  liberty  Loan  37%  Notes),  or  War  Kinanoe  Corporation 
Bonds,  secure  from  the  Collector  and  file  a*  i  port  of  this  return  Schedule  of  Taxablo  Interest  on  liberty  Bonds, 
Form  1123. 

State  the  amount  of  Victory  liberty  Loon  3»%  and  4}%  Notes  originally  Subscribed  for  and  still  owned 

at  the  date  of  filing  this  return,  3 _ _ _ _ 

State  tho  amount  of  Fourth  liberty  Loan  4J%  Bonds  originally  subscribed  for  and  still  owned  at  tho  dote  of 

filing  thLe  return,  3........ ......... _ _ 

If  this  is  a  consolidated  return,  file  Form  1123.  and  answer  tho  above  questions  for  each  of  the  corporations 
composing  the  affiliated  group  which  owned  during  the  taxable  period  taxable  obligations  of  the  United  States 
and  war  Finance  Corporation  Bonds,  as  each  affiliated  corporation  is  entitled  to  tho  exemptions. 

SCHEDULE  AS:  TAXABLE  INTEREST  FROM  ALL  OTHER  SOURCES. 

Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  items  included  herein,  the  minor 
items  being  grouped  in  one  amount. 

.  (1)  Have  you  included  In  this  item  any  Interest  on  preferred  stock? _ If  so,  how  much? 

(3)  Have  you  Included  in  this  item  any  Federal  income  tax  paid  at  source  In  pursuance  of  tax-free  covenant 

bonds? I _ If  so,  bow  mud*?  S - 

For  interest  on  foreign  bonds  submit  a  schedule  showing  (•)  name  of  country,  (8)  kind  of  obligations  (whether 
national,  State,  municipal,  or  corporate),  (c)  amount  of  principal,  and  (<f)  amount  of  interest. 

8CHEDULE  A9:  DIVIDENDS  ON  STOCK  OF  FOREIGN  CORPORATIONS. 

Submit  a  schedule  shosring  fl)  with  respect  to  each  foreign  corporation  taxable  bv  the  United  States  on 
its  net  Income,  (#)  name  of  corporation,  (3)  country  in  which  organbed,  ( e )  total  par  value  of  stock  owned .  and 
<d)  amount  of  dividends;  (2)  same  information  with  respect  to  each  foreign  corporation  not  taxable  by  the 
United  .states  on  its  net  income. 

SCHEDULE  A10:  GROSS  XNCOMX  FROM  ALL  OTHER  SOURCES  (net  indudhtg  any  amount  with 
reapoct  to  aala  of  capital  assets  or  mlarelleneeua  lareetmcnta). 


Submit  a  schedule  showing  the  source,  nature,  and  smoont  of  tho  principal  items  Included  herein,  the  minor 
Items  being  grouped  in  one  amount.  The  total  of  the  schedule  should  be  entered  os  Item  10,  Schedule  A. 

SCHEDULE  A12:  ORDINARY  AND  NECESSARY  EXPENSES  (except  amounts  called  tor  separately  hi 


Submit  a  statement  showing  character  and  amount  of  the  prindpal  item*  included  herein,  the  minor  items 
being  grouped  in  one  amount.  (For  schedules  to  be  submitted  by  insurance  companies  see  page  2  of  Instruc¬ 
tions,  paragraphs  4  to  7.) 

SCHEDULE  Al3:  COMPENSATION  OF  OFFICERS. 

Sdbmlt  a  schedule  showing  for  each  officer  (1)  name,  (2)  duties,  (3)  time  devoted  to  such  dntirs/4)  shares  of 
stock  owned  cr  controlled:  (o)  preferred,  (3)  common;  (3)  total  compensation  for  the  taxable  period,  and  (8) 
amount  of,  and  reason  for  tncreaee,  if  any,  over  preceding  period. 

Submit  a  schedule  showing  for  each  employee  (If  a  stockholder  of  the  corporation),  whose  com  Demotion 
Is  at  the  rate  of  C  ,000  or  mn  per  annum,  feci*  similar  to  thus*  called  i or  in  reepeet  to  officer*. 

SCHEDULE  A14:  REPAIRS 
repairs). 

Submit  a  schedule  showing  the  nature  and  amount  of  the  prindpal  Items  included  herein,  the  minor  items 
bring  grouped  In  one  amoent.  (For  olsislflcadon  of  repairs  see  peg*  2  of  Instructions,  paragraph  S.) 

SCHEDULE  A16:  TAXES. 

Submit’*  schedule  showing  separately  for  each  class  of  taxes  deducted.  (•)  character,  and  (3)  amount. 
Federal  income  and  profit*  taxes,  taxes  which  an  a  credit  under  Section  238.  taxes  assessed  against  local 
benefits  of  a  kind  tending  to  increase  the  value  of  the  property  assessed,  and  State,  count v ,  and  municipal  taxes 
paid  bv  banks  and  other  corporations  based  on  the  value  of  their  capital  stock  ore  not  allowable  deductions  In 
computing  usable  Income  of  such  corporation*.  (See  Article  SCO,  Regulations  45,  and  section  234(a)(3)  of  the 
Revenue  Act  of  1918. 


labor;  supplies,  overhead,  and  ether  items  properly  chargsabl*  to 


Kind  of  propertv. 
(If  buildings,  state 
the  material  of 
which  constructed.) 

Date  j 
acquired.! 

1 

Age 

when 

acquired. 

j  1 

r<»bt .  or  lj  Proboble  i  Amount  of  depredation  chi«r^ed  off. 

.“SS?r LKfcL!  lltoaJwr 

f  ilr  rrmrVrt  value ;  "SSnt  TMtVM. 

on  that  date.  |  rarnt-  j  Thisjcor. 

ltevious  years. 

1 

1 

1 

_  -  -I  J  -  -  T  -  1 

1  1 

1 

. . i. . i . 1 

Total . I 

trii . fcirr:: . i 

* . . . 

Nots.— If  obsolescence  Is  a  factor  in  determining  your  deduction  attach  a  statement  showing  the  ame 
claimed  for  the  taxable  period  and  the  basis  on  which  computed. 

SCHEDULE  A19:  DEPLETION. 

If  a  deduction  is  claimed  on  account  of  depletion,  secure  from  the  collector  Form  D  (minerals).  Form  E  (coal). 
Form  F  (miscellaneous  non  metals),  Fomi  O  (oil  and  gas),  or  Form  T  (timber),  fill  in  and  file  with  return.  If 
complete  valuation  data  has  >>een  (Vied  with  questionnaire  in  previous  years,  then  file  with  this  return  informa¬ 
tion  necessary  to  bring  your  depletion  schedule  up  to  date,  setting  forth'ln  full  statement  of  all  transactions  bear¬ 
ing  oo  deductions  or  additions  to  value  of  phvsicot  assets  with  explanation  of  how  depletion  deduction  for  tax¬ 
able  period  has  been  determined.  In  cuse  of  timber  this  should  be  done  by  filling  in  Form  T  (timber). 

SCHEDULE  A22:  PROFIT  OR  LOSS  ON  SALES  OF  CAPITAL  ASSETS  AND  MISCELLANEOUS 
INVESTMENTS  (including  liquidating  dividends). 

In  case  of  disposal  of  property,  resulting  in  a  profit  or  loss,  the  following  schedule  must  be  filled  In,  using 
a  separate  line  for  each  asset. 


1.  Kind  of  property. 


2.  Date 
acquired. 


3.  Age 
when 
acquired. 


Tote! . . . . > 


4.  Cost,  or  il 
acquire-!  prior 
to  Mar.  l.l'JiS.thc 
(air  market  value 
on  that  date. 


5.  Cost  of 
subsequent 
improve¬ 
ments,  if  any. 

C.  Deprecia¬ 
tion. 

? _ 

8 . 

liquidating 

dividends. 


Not  profit  or  lots  (total  of  columns  C  and  7  minus  tot*!  of  columns  4  an«  5),  - 

Stmto  wbAt  amount,  If  any,  included  In  column  4,  represents  good  will  —  S . . . . — 

II  any  of  tho  assets  were  acquired  prior  to  March  1 , 1913,  state  how  the  fair  market  value  on  that  <late  was 

determined  _ _ ... _ ........... _ ... _ - _ - _ .................. — - - — - - 

In  case  of  exchange  of  property,  submit  evidence  substantiating  the  basis  used  in  arriving  at  the  market 

value  of  property  received - - - - - - - - - — — . . . . 

SCHEDULE  A23:  LOSSES  SUSTAINED  DURING  THE  TAXABLE  PERIOD  AND  NOT  COM¬ 
PENSATED  FOR  BY  INSURANCE  OR  OTHERWISE. 

A  schedule  similar  to  the  one  requeued  above  should  be  submitted  with  respect  to  losses  of  property  aris¬ 
ing  from  fires;  storms,  shipwreck,  or  other  casualty,  or  from  theft,  and  not  compensated  for  by  inMiraaoe  ur 
otherwise,  except  that  ootumn  7  should  show  •‘Insurance  and  salvage”  instead  of  “Sale  price  or  liquidating 
dividends.” 

SCHEDULE  A26:  AMORTIZATION  OF  WAR  FACILITIES. 

The  amount  claimed  as  a  deduction  under  this  item  should  be  substantiated  by  schedule  prepared  in  accord¬ 
ance  with  Section  214(a)  9,  Revenue  Actoi  191 S  Articles  181  to  1S8,  inclusive,  olRegulatiokJfS. 

DISCOUNT  AND  PREMIUM  ON  BONDS  SOLD. 

There  must  l«  attache*]  to  the  return  a  schedule  showing  in  detail  each  Issue  and  sale  of  bonds  of  the 
reporting  corporation  giving  the  follow  ing  im-rmation:  'a)  Class;  (t)  date  of  sole;  (c)  maturity;  (rf)  amount  sold; 
(rjomotmireaU'ediO’i  premium  or  dbcwmt  per  annum.  .  .  ..  .  . 

That  proportion  of  tho  premium  or  discount  applicable  to  the  return period  must  be  reported  ctJicr  as  Item 
10  or  15,  Schedule  A ,  page  t .  unless  t  he  amount  o(  premiums  or  discount  has  been  reported  as  income  or  allowed 
ns  a  deduction  in  prior  >  cars,  ewe  Article  544,  Regulations  43.) 


We,  the  undersigned,  president  and  treasurer  of  the  corporation  for  which  t-h™  rotura  is  made,  being  severally  dulv  sworn,  each  for  himself  deposes  and  says  that  this  return, 
including  the  accompanying  schedules  and  statements,  has  been  examined  by  him  and  is,  to  the  best  of  his  knowledge  and  belief,  a  true  au<l  complete  return  made  in  good  faith,  for  the 
taxable  period  as  stated,  pursuant  to  the  Revenue  Act  of  1918  and  the  Regulations  issued  under  authority  thereof. 


1q  Kfcvrch 

Sworn  to  and  subscribed  before  me  this _ day  of _ 

i  i  8lgr»d  t.  J.  Alina  . 


1921. 


Seal  ot  officer 


81ga»d  Alien 

S*  Me  Lowrey 


;  malting  affidavit. 


I 


Notary  Publlo 

tODcial  capacity.) 


President. 

Treasurer. 
?— :crii 


iF  RETURN  IS  FOR 
CALENDAR  TEAR  1920 
FILE  IT  WITH  THE 
COLLECTOR  OF  INTERNAL 
REVENUE  FOR  YOUR 
DISTRICT  ON  OR  BEFORE 
MARCH  15,  1921 

IF  FOR  A  PERIOD  OTHER 
THAN  A  CALENDAR 
YEAR  THE  RETURN 
SHOULD  BE  FILED  ON  OR 
BEFORE  THE  15TH  DAY 
OF  THE  THIRD  MONTH 
FOLLOWING  THE  CLOSE 
OF  SUCH  PERIOD 
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Off  i—  Cost  Form  1120 — UNITED  STATES  INTERNAL  REVENUE  SERVICE 

CORPORATION  INCOME  AND  PROFITS  TAX  RETURN 


FOR  CALENDAR  YEAR  1920 


If  Um  nvtlrv 
eoaMlndudn 


from  Gown- 
Riant  con¬ 
tracts,  pro¬ 
cure  from  the 
Collector  of 
Internal  Rev¬ 
enue  for  your 
district  Form 
1120  S,  execute 
end  file  the 
•ante  eeepert 
of  thie  return. 


(PRINT  PLAINLY  CORPORATION'S  NAME  AND  BUSINESS  ADDRESS) 

MAKEE  SUGAR  COPA.W 

«/o  American  factor*,  Lisltod 
_  Hopol-uly^^He  _ 


(DO  NOT  WKITE  IN  THIS  SPACE) 


Examined  by 
Audited  by 


*H7 


FIRST  PAYMENT 


j  CASH 

— 

j  —  .i 

mrrr 

I 

i 

1 

M.0. 

j 

1 

1 

CERT. 

sflND. 

1 

| 

* 

1 

1 

$- 


Cashier**  Stamp 


KIND  OF  BUSINESS.-.-Crov^-Sugag  CaiY>  and  Mamif acturii^  -Siqa^ -  IS  THIS  A  CONSOLIDATED  RETURN? _ 


SCHEDULE  A— TAXABLE  NET  INCOME. 


— H — 


CROSS  INCOME. 

1.  Gross  sales,  lees  returns  and  allowances - 

2.  Lem  cost  of  goods  sold,  exclusive  of  expenses,  repairs,  and  other  items  called  for  separately 

below  (from  Schedule  A2) _ 

5.  Gross  income  from  operations  other  than  trading  or  manufacturing,  less  allowances  (from  Schedule  A3) _ 

4.  Tumble  interest  on  obligations  of  the  United  States  and  War  Finance  Corporation  Bonds  (from  Form  1125,  see  Schedule 

5.  Taxable  interest  from  all  other  sources  (from  Schedule  A5) - - - 

8.  Share  of  net  income  earned  by  personal  service  corporation  during  its  accounting  period  (whether  received  or  not) _ 

9.  Dividends  on  stock  of  (a)  foreign  corporations  (from  Schedule  A9),  $ . . . ;  and.  (6)  domestic  corporations, 

except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  1, 1918,  $ _ Total ... 

10.  Gross  income  from  all  other  sources  (not  including  any  amount  reported  in  Item  22,  below)  (from  Schedule  A10) _ | 

/II  Total  op  Items  1  to  10 - . - J - 

DEDUCTIONS. 

12.  Ordinary  and  necessary  expenses  (except  amounts  reported  in  Item  2  above  or  called  for  Separately  below)  (from  Schedulo 

13.  Compensation  of  officers  (including  salaries,  commissions,  and  other  compensation  in  whatever  form  paid)  (from  Schedule  A  13)j 

14.  Repairs  (inclucnng  labor,  supplies,  etc.)  (from  Schedule  A14) . . , . L. 

15.  Interest  (see  page  2  of  Instructions,  paragraph  9) _ 1 - - - 

16.  Taxes  (from  Schedule  A16) _ _ _ 1. 

17.  Debts  ascertained  to  be  worthless  and  charged  off  within  tho  taxable  period  (from  Schedulo  A17) 

18.  Exhaustion,  wear  and  tear  (including  obsolescense)  (from  Schedulo  A1S) _ 

19-  Depletion  (from  Schedule  A19) _ ; _ 

20.  To tal  op  Items  12  to  19 _ 


I 

±j4. 


m  .8f 


5TO0&O2 


-! - 


si-  OS* -99 


a>  eji  - 


53t-» 


Difference  Between  Items  11  and  20.. 


21. 

22.  Profit  or  loss  on  sales  of  capital  assets  and  miscellaneous  investments,  including  liquidating  dividends  (from  Schedule  A22).{$. 

23.  Losses  sustained  during  the  taxable  period  and  not  compensated  for  by  insurance  or  otherwise.  (From  Schedule  A23.)  ‘ 

(Extend  to  last  column  sum  of  or  difference  between  Items  22  and  23) 


« _ 


24.  Net  income  for  taxable  period  exclusive  of  deductions  for  dividends  and  amortization  (sum  of  or  difference  between  Items  21  and  23,  the  latter  as  extended).  j$ _ 

25.  Dividends  on  stock  of  (a)  foreign  corporations  taxable  by  the  United  States  on  their  net  incomes,  and  ( b )  domestic  cor¬ 

porations,  except  personal  service  corporations  from  earnings  accumulated  on  and  after  January  1, 1918  — _ 

26.  Amortization  of  war  facilities  (from  Schedule  A26)  (extend  total  of  Items  25  and  26). 

27. 

28. 

29. 


Net  Income  pos  Taxable  Period  (difference  between  Items  24  and  26.  the  latter  as  extended — to  be  entered  as  Item  5,  Schedule  D) _ j& 


LesB  deduction  provided  in  the  first  paragraph  of  Section  23,  Merchant  Marine  Act  of  1920  (see  page  1  of  Instructions,  paragraph  4) _ 

Net  income  of  a  corporation  owning  ships  engaged  in  foreign  trade  (amount  to  be  used  only  in  computing  profits  tax  in  Schedule  D) _ 


.no 


2871  048 


50Sr» 


.33 


SCHEDULE  B — INVESTED  CAPITAL. 


ITEM. 


AMOUNT. 


1.  Capital,  surplus,  and  undivided  profits  at  beginning  of  taxable  period  as  shown  by  books  (from  Schedulo  E,  Item  11) _ 

2.  Plus  adjustments  by  way  of  additions  (from  Schedule  F,  Item  4)_ _ _ _ _ 

3.  Total _ _ _ _ _ 1 . . 

4.  Less  adjustments  by  way  of  deductions  (from  Schedule  G,  Item  7) . . + _ 

5.  Remainder _ _ i _ 


6.  Plus  or  minus  changes  in  invested  capital  during  taxable  period  (Net  Increase  or  Decrease  from  Schedule  II) _ 

7.  Total  (or  Remainder) - i _ 

8.  Lees  deduction  on  account  of  inadmissible  assets  (from  Schedule  J) _ ^ . . . 

9.  Invested  capital  for  taxable  period.  (If  return  is  for  a  period  leas  than  a  full  year,  see  page  2  of  Instructions,  paragraph  11).. . - . — 

SCHEDULE  C— EXCESS  PROFITS  CREDIT. 


1.  Eight  per  cent  of  invested  capital  for  taxaSIo  period  (Item  9  of  Schedule  B) . 

2.  Exemption  ($3,000)  (except  for  foreign  corporations) _ 


3.  Excess  Profits  Credit  (Item  1  plus  Item  2).  (If  return  is  for  a  period  lees  than  a  full  year,  ape  page  2  of  Instructions,  paragraph  11)  - 

SCHEDULE  D— COMPUTATION  OF  TAXES. 


t.  Bucun. 


1.  Net  income,  not  in  excess  of  20%  of  invested  capitoL. 

2.  Bulan  co  of  net  income_ _ ’ _ 


2.  Amount  or  Net  Income  (Items 
27  oa  as,  Brasscii  A)  nr 
Each  Beacxet. 

3.  Excess  Psoitts  Cszorr  (Item 
3,  Schedule  C). 

«.  TU.la.ncx  Subject  to  Tax. 

5.  • 
Kate. 

s 

x«  4  . 

ft 

iJj  2 is.. 

ft 

^2056 

%— 

ZBLHOO 

■  L_x_ 

. 13fL-^-7l40% 

$ _ 

zma5... ja..  . 

izMg l. 

6.  Amount  or  Tax. 


t 


10.  Balance  subject  to  income  tax  (Item'5,  leas  I  tems  6, 7,  and  ~ 
9.  or  Item  5,  less  Items  6,  8.  and  9).  _ 


SSkJdLJfc. 


Tax  of  10%  on  Item  10. 


12.  Total  tax  (Item  3,  4,  or  8  plus  Item  11)_ 


3.  Totals  computed  under  Section  301(b). 

4.  Excess  Profits  Tax,  if  computed  under  Sections  302,  303,  304(c)  or  337  of  the  Revenue  Act  of  1918  (see  page  2  of  Instructions,  paragraph  14) - 

5.  Net  income  for  taxable  period  (Item  27,  Schedule  A) ... 

6.  Lets:  Taxable  Interest  on  obligations  of  1 - 

United  States  and  War  Finance  Cor¬ 
poration  Bondi  (Item  4,  Schedule  A)..l$, 

7.  Excess  profits  tax  (Items  or  4,  column 

8,  Schedule  D)  or _ j 

&.  Excess  profits  and  war  profits  taxes 
(Item  16,  Form  1120S,  income  from 

Government  contracts) _ 

9.  Exemptions,  except  for  foreign  corpora¬ 
tions,  s3,ooo  unites  return  to  for  leu 
than  a  year  (see  page  2  of  In* tractions, 
paragraph  11) - 


Am 


13.  Less;  Income  and  profits  taxes  paid  to 

foreign  countries  or  possessions  of  tne 
United  States.  (See  Sections  238  and 
240(c)  of  he  venue  Act  of  ISIS) _ — 1$ 

14.  Income  tax  withheld  at  the  source  In 

case  of  a  foreign  corporation  not  en¬ 
gaged  in  a  trado  or  business  within 
the  United  States,  and  not  having  any 
office  or  place  of  business  therein _ ; _ I - 1 


L.-PI5.  Balance  of  tax  (Item  12  minus  Items  13  and  14) . 


3 


AMENDED  RETURNS. 

An  amend  t-d  return  must  he  plainly  marked  “Amended’ 


across  the  face  of  the  return. 


CHECKS  AND  DRAFTS. 

Checks  and  drafts  will  be  accepted  only  if  payable  at  par  at  your  Collector’s  office. 

*  2— 11X74 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VSe 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


Page  3  of  Return 
OUESTIONS. 


KIND  OF  BUSINESS. 


1.  By  xmfiisa  of  the  key  letters  given  below,  identify  the  corporation’*  main  income- 
producing  activity  jrith  one  of  the  general  classes,  and  follow  thin  by  a  special  description 
of  the  business  sufficient  to  give  the  information  called  for  under  each  general  class. 

A.— Agriculture  and  related  industries,  including  fn&ing.  logging,  ice  harvesting,  etc., 
including  tho  leasing  of  such  property.  State  the  product  or  products.  B. — Mining  and 
quarrying.  including  gas  and  oil  wells.  Include  the  leasing  of  such  property.  Stafco 
the  product  or  products.  C. — Manufacturing.  State  the  product  and  also  the  material 
if  not  implied  hv  the  name  of  the  p*xxluct.  D. — Construction — excavations,  buildings, 
bridges,  railroads  shit*.  etc,,  aiso  equipping  and  installing  same  with  systems,  devices, 
or  machinery,  without  their  manufacture.  State  nature  of  structures  built,  materials 
u®od,  or  kind  of  installations.  El. — Transjwrtation — rail  water,  local,  etc.  State  tho 
kind  and  special  product  trans{>orted.  if  any.  E2. — Public  utilities— gas  (natural,  coal, 
or  water):  electric  light  or  power  (hydro  or  steam  generated):  heating  (steam  or  hot  water); 
telephone:  waterworks  or  power.  *  E3. — Storage— without  trading  or  profit  from  sales — 
(elevators,  warehouses,  stockyards,  etc.)  State  product  stored.  F.4.-  Incasing  transpor¬ 
tation  or  utilities.  State  kind  of  property.  F. — Trading  in  goods  bought  atiu  not  pro¬ 
duced  by  the  trading  concern.  State  manner  of  trade,  whether  wholesale,  retail,  or  com- 
miarion,  and  product  handled.  Sales  with  storage  with  profit  primarily  from  sales.  G. — 
Service-Domestic,  including  hotels.  restaurant*,  etc.:  amusements:  other  professional, 
personal,  or  technical  service .  State  the  service.  H. — Finance,  including  hanking, 
real  estate,  insurance.  I. — t'oncerns  not  falling  in  above  classes  (a)  because  of  combining 
several  of  them  with  no  predominant- burinew.  or  ( b )  for  other  reasons. 

2.  Concerns  whoec  business  involves  activity  falling  in  two  or  more  of  the  above 
general  classes,  where  the  xnmr,  prooort  is” concerned,  should  report  business  as  identified 
with  but  one  of  tho  above  general  classes;  for  example,  concerns  in  A  or  B  which  also 
transport  and  market  their  own  product  exclusively  or  niainlv,  should  still  be  identified 
with  classes  A  or  B;  concerns  in  C  (manufacturing1  which  own  or  control  their  source  of 
material  supply  in  A  or  B  and  which  also  transport,  sell,  or  install  their  own  product 
.•delusively  or"  mainly,  should  be  identified  wit*  manufacturing:  concerns  in  D  may 
control  or  own  source  of  supply  of  materials  used  exclusively  or  mainly  in  their  construc¬ 
tive  work:  concerns  in  El  or  E2  may  own  or  control  the  sou  ire  of  their  material  or  power: 
concerns  in  F  may  transport  or  store  thoir  own  merchandise,  but  its  production  would 
identify  them  with  A.  B.  or  <*. 

3.  Answer®: 

<a)  General  class  t  use  key  letter  designation ) . . . .. 

<(>)  Main  income-producing  business  (give  specifically  the  information  called  for 
under  each  key  letter,  also  whether  acting  as  principal,  or  as  agent  on  commis¬ 


sion:  state  if  inactive  or  in  liquidation  V 


OrotviK>£  of  Cana . . and. . 

af  8u«r 


OTHER  CONCERNS  IN  SAME  BUSINESS. 

4 .  Ent»  •  on  the  following  lines  the  names  and  addresses  of  five  representative  concerns 
In  vonr  locality  or  section  of  The  country  engaged  in  tho  same  kind  of  business: 

. Q^»..SuC*r  Co.  Ltd* 

Zdhua  Plantation  Co. 

V MlU  Co.  Ltd. . . 

Co. . . 

-Xftlw-Ptaatat Sott"  Otfa"*’"* . . . .  . . 


INCORPORATION. 

•’*.  Date  of  >>icnr|iQRition  . . . . . . . . . . . 

0.  t*nd.-r  the  laws  of  what  State  i*r  •■ouiitry.. . . . . .  . . 

REORGANIZATION  AND  ACQUISITION  OF  MIXED  AGGREGATES  OF  ASSETS. 

7.  Has  the  corj>o  ration.  or  uny  of  if  a  j>ri>krtt*or».  boon  reorganized,  or  has  it.  or  any 
of  ft*  prfdfxi  x*o/t,  taken  over  a  going  business  or  acquired  a  mixed  aggregate  of  tangible 
and  intangible  projs.Tty,  and  paid  for  such  proj>erty  in  whole  or  in  part  with  stock  or  other 

s-curities  since  the  close  of  the  preceding  taxable  ]>eriod? . . . . 

8.  1/  so.  fumisii  a  brief  narrative  history  of  the  business  and  submit  a  statement 
showing: 

<•')  The  name  of  the  concern  taken  over  .or  from  whir  h  the  property  was  acquired  .; 
b)  The  nature  of  the  assets  and  liabilities  so  acquired : 
o  Tlie  total  pur  value  of  the  stock  i..®ucd  tli'-ofor: 

•d)  The  value  at  which  each  class  of  assets  as  carried  on  the  books  of  the  concern 
fn>m  which  acquired  (submit  a.  balance  sheet  of  the  predecessor  concern  as  at  the  date  of 
acijuisition  or  as  at  the  close  cf  its  last  accounting  period  prior  thereto’; 

(r )  The  value  at  which  each  item  was  carried  on  tho  books  of  the  corporation  making 
•this  return,  and  full  details  of  any  adjustments  subsequently  made  pertaining  thereto  and 
trie  liasi*  on  which  «»ch  revaluation  was  made. 

9.  If  patents,  copyrights,  secret  .pro -cases  or  formula’,  good  will,  trade-marks,  trade 
brands,  franchise®,  or  other  intangible  property  were  acquired,  state  the  basis  on  which 
their  value  w  ;  determined  ami  how  they  were  jxiid  for. 

10.  If  at  thy  time  of  any  purchase  or  reorganization  as  contemplated  in  question  7,  any 
property  was  entered  on  the  books  of  the  reorganized  concern  or  any  vendee  predecessor  at 
a  value  in  excess  of  that  at  which  it  was  carried  on  the  books  of  the  vendor  concern,  state 
the  basis  on  which  the  revaluation  was  made. 

AFFILIATIONS  WITH  OTHER  CORPORATIONS  (TO  BE  ANSWERED  BY 

EVERY  CORPORATION;. 

1 1 .  Docs  the  corporation  own  directly  or  control  through  closely  affiliated  interests  or 
a  nominee  or  nominees  over  50  jx?r  cent  of  the  outstanding  voting  capital  stock  of 

Ro 

another  corporation  or  of  other  corporation®? _ _ _ 

12.  Is  over  50 per  rent  of  your  outstanding  voting  capital  stock  owned  by  another  cor- 

]>o  ration  or  by  two  or  more  corporations  that  are  affiliated?.?!?.? _ 

13.  Is  over  SO  per  cent  of  your  outstanding  voting  capital  stock  as  well  as  over  50  per 
cent  of  the  outstanding  voting  capital  stock  of  another  corporation  or  of  other  corpora¬ 
tions  owned  or  controlled  by  the  sapic  individual  or  partnership  or  by  the  some  individuals 

, .  „  HO 

or  partnerships? . . . . . 


bv 


11.  If  the  answer  to  questions  11,  12,  and  13,  or  to  any  of  them,  is  ’‘ves,”  answer  the 
following: 

(а)  Did  tho  corporation  file  Affiliated  Corporations  Questionnaire,  Form  810,  for  1017  or 

subsequent  taxable  years?  Answer  “Yes”  or  ’’No-' _  If  tho  answer  to  this 

question  is  “ves,”  a  questionnaire  is  not  required,  except  under  the  circumstances 
described  in  question  (a).  If  tho  answer  to  this  question  is  “no,”  and  the  answer  to 
questions  11, 12,  and  13,  or  to  any  of  them,  is  “ves.”  procure  from  the  Collector  of  Internal 
Revenue  for  your  district  Form  810.  which  mall  he  filled  out  and  filed  as  a  part  of  this 
return.  If  tho  answer  to  this  question  is  “no.”  question  (b)  need  not  be  answered. 

(б)  Did  substantially  the  samo  conditions,  as  are  set  out  in  tho  questionnaire  filed  for 
1919  or  prior  years,  obtain  during  the  entire  taxable  period  1920?  Answer  “Yes”  or 

“No”: - - - -  If  the  answer  to  this  question  is  “no,”  a  statement,  setting  forth  the 

particulars  in  which  the  situation  has  changed,  should  be  attached  to  and  made  a  part  of 
this  return.  If  there  havo  been  substantial  changes  in  stockholdings,  a  complete  scnedulr 
of  such  changes  should  be  submitted ‘in  the  form  prescribed  in  Tables  3  and  6  of  thi 
questionnaire.  If  there  are  companies  other  than  those  covered  by  tho  questionnaire  for 
1919  or  prior  ycara  which,  applying  tho  tests  contained  in  questions  11, 12,  or  13,  mav  have 
<*omo  into  the  affiliated  group  since  1919.  a  questionnaire,  Form  819,  is  required  for  the 
entire  group  for  the  taxable  period. 

VALUATION  OF  CAPITAL  STOCK. 

15.  What  was  the  fair  value  of  tho  total  capital  stock  of  the  corporation  as  determined 

in  the  last  assessment,  if  any,  of  tho  capital  stock  tax?  '  ^at0 

assessment  -A§2X- . . . - . . . 

PREDECESSOR  BUSINESS. 

16.  Did  the  corporation  file  a  return  under  the  same  nanx-  for  the  preceding  taxable 

period?  Answer  “Yes”  or  “No”  .  If  not,  was  the  corporation  in  any  way  an 

outgrowth,  result,  continuation,  or  reorganization  of  a  business  or  businesses  in  existence 

during  this  or  the  preceding  taxable  period?  Answer  “Yes”  or  “No” . .  If 

answer  is  “yes,”  give  name  and  address  of  each  predecessor  business. 

-  * — -  — ^  ** ...i 


BASIS  OF  RETURN. 

17.  Is  this  return  made  on  the  basis  of  actual  receipts  and  disbursements? _ 

If  not,  describe  fully  what  ot.he®  basis  or  method  was  used  in  computing  net  income- _ 


GOVERNMENT  CONTRACTS. 

IS.  Have  any  adja-unents  l>ecn  made  during  the  taxable  period  on  account  of  con¬ 
tract  or  contracts’  with  the  Government  or  its  agencies  or  in  any  Government  contract  or 
contracts  from  which  the  corporation  derived  income  directly  or  indirectly,  through  the 

operations  of  a  claim  board  or  otherwise?  Answer  "Yes”  or  “  -  If  so.  state 

tho  amounts  involved  $ _ s _ _ :  whether  or  not  snch  amounts  are  included 

in  this  ret  im _ :  and,  if  not,  was  an  amended  return,  accounting  fo> 

the  additional  income,  filed  for  the  taxable  period  in  which  the  contract  was  termi¬ 


nated? _ Submit  a  schedule  showing  full  particulars  of  the  contract,  date 

entered  into,  dato  the  work  ceased  under  said  contract  or  contracts,  and  the  amount  and 
nature  of  the  adjustment. 

AMORTIZATION. 

19.  lias  amortization  be...  claimed?  Answer  "Yes”  or  vNo”  . .  If  s,, 

state. for  what  vea.- .  Amount  ? _ _ 

PREPARATION  OF  RETURNS. 

'  J  20.  Did  the  corporation  employ  anyone  especially  to  prepare  or  advise  in  the  prepara¬ 
tion  of  this  return?  Answer  “Yes”  or  No”  Rfe . .  If  so,  give  name  and  address 

and  state  to  what  extent  such  Assistance  or  advice  was  received _ _ 


LIST  OF  ATTACHED  SCHEDULES. 

Enter  below  a  list  of  all  schedule*  accompanying  this  return,  giving  for  «m*’1»  a  brief 
title  and  the  schedule  number. 

(Xy  .Mloaoo  . shoot . December -jl,.-  1919*20-  .(a) . . — 

Lriatolaai^Lo  OU  -tS)  Rroflt-.*ad  iosa . . 

Jwwui*  l  .HO  Scbedal©  0-5*  -  O)  Sctotluls  A-22 . 

<&) ..  Sgfceaoe  JWBi..  (J) . Sahxmlo  S~1Z  (g> . . 

. fetomtuU . 

(U)  &Sb**a*  A-4; 


SCHEDULE  K.— BALANCE  SHEETS. 

Attach  hereto  halaure  sheets  as  of  the  beginning  and  end  of  the  taxable  period  (preferably  in  parallel  columns',  Rowing  as  nearly  as  practicable  the  details  called  for  below .  (These 
liah’.nco  sheets  should  be  prepared  from  the  books  and  should  be  in  agreement  therewith,  or  any  differences  should  be  reconciled,  and  if  this  is  a  consolidated  return,  balance  sheets  should 
!»•  furnished  in  accordance  with  paragraph  8  of  page  I  of  Instructions. '» 

ASSETS. 

Cash  (Including  cash  in  bank  and  »n  hand,  cenifi- 
Caws  of  deposit,  etc.). 

Tmd*  accounts  (before  deducting  reserve®  foe  !«"*-  >. 

Notes  receivable  tram  easterners. 

Other  accounts  and  nates  receivable  (to  li*cfci®«lfir.; ). 


Itaw  material® 

Work  In  progress. 

Finished  products. 

Supplie®. 

Investments : 

Bond' 

f.  S.  lond®  and  obligations  teach  Issue  to 
stated  separately  5. 

Kxernpt  (muniripal.  State,  etc.). 

Other. 


U 


ASSETS  -  Conttaoad. 

Investments  continued. 

Stock  of  corporations- 
Poreign- 
Domestic. 

Loans  and  advances: 

To  omeer*  and  employees. 

To  others. 

Deterred  chanes  to  future  epe  rattans  (to  Wdctalled). 
Plied  assets: 

bond. 

Buildlnc. 

Machinery. 

Tool-  and  minor  equipment. 

Delivery  e»|tti|  ment 
«»ffice  fumlturi . 

Other  <  state  chr  racter  ). 

Total. 


I  ASSETS-  Continued. 

Fired  asset*— continued. 

Less  reserves  for  depreciation  (show  separately 
amount  applicable  to  each  fixed  asset).* 

,  Net  Valtc. 

Patents,  good  witb  and  other  Intangible  assets: 
l*airl  for  in  cash  or  other  tangible  property. 
Paid  forln  stock  (other  than  stock  dividends). 
Created  hv  nock  dividend  or  otherwise. 

1  1 

Discount:  1 

•  in  fionds.  * 

or  ttotk. 

Total. 


LIABILITIES. 

fitefni  Mwbk: 

To  oincers  and  stockholders. 

To  others  (tnclndlng  l>ank  loan®). 

Accounts  payable: 

Trade. 

’  Other. 

Accrued  espenaea  and  reserves,  the  charges  crrotinK 
which  are  allowable  deductions  from  income  (to 
lie  detailed). 

Ha  serves,  the  charge®  creating  which  sro  not  allow¬ 
able  deductions  from  income: 

Kemrres  tor  losses  on  notes  and  accounts 
receivable. 

Other  reserves  (to  lx>  detailed'' 

Capital  Mock  outstanding  (to  hecias-lucd 

Surplus  and  undivided  profits. 

Total. 


vin-sorveo  for  depreciation  may  lx-  deducted  from  the  respective  asset  xocoonta  or  Itemized  on  the  liability  side  uf  the  balance  sheet. 

All  corporations  «rngpgc<l  in  an  interstate  and  intrastate  tnulo  or  business  and  rc]xirting  to  tho  Int<»retato  Commcrc*»  Commission  and  to  *nv  national.  State,  municipal,  or -other  public 
officer,  may  submit  in  licit  <>f  above  Form  copies  of  their  Imlnnfx*  sheet.®  prescribed  by  nid  Commission  or  State  and  municipal  authorities,  as  nt  the  beginning  and  end  of  the  taxable  period. 


i  < 

1  L- 


a 


cc 


cc 


Form  IMS 
7.  8.  TvTrmii  Kiwn 

Service 


CERTIFICATE  OF  INVENTORY 


CT»  W  Urn*  wUfc  Cailxtar  mt  IiMmI  I 


For  Calendar  Year  192>ft) 

_ 


Or  for  jutaLycaz  btpm  ...  _ ,£L 

Vfflne  B  £  A  !»  X  X  A  STORES  (MafceO  Sugar  Co*) 


December  3Xet 


Address 


KeaUa,  Kovel,  *&r*ito*r  of  ftraai* 


PRINCIPAL  CERTIFICATE  SSSSdt^SS. _ 

I  «wear  (or  afflna)  that  the  closing  inventory  of  the  taxpayer  named  above,  amounting  _ _  was  taken 

tinder  ay  direction,  and  that  to  the  beet  of  my  knowledge  and  belief  Ls^ryejpd onmptotejfleyy  respect;  that  the  method  of 

pricing  the  raw  material,  work  in  process,  and  finished  goods  was  at  * - - - - - _ S  XfWGj 

that  I  have  carefully  read  all.  of  the  instructions  on  the  reverse  side  of 'this  form;  that  this  inventory  was  taken  in  accordance 
therewith;  and  that  the  following-named  persons  whose  separate  certificates  are  subscribed  hereon  or  attached  hereto  arc  the 
officers  and  employees  under  whose  personal  direction  the  various  parts  of  this  inventory  were  taken: 


josqttn  g-feusa  Asst.  JSS^T 


cteffi - 


Part  of  inventory  taken  Amount 

In  various  Detps.  34,169.68 

*  l'~9ja uaa 


2.689.81 

rzr; . — mm 


Sworn  to  and  subscribed  before  me 

Jas.  a.  oatatospbaae 


TStaT  . .  53,647.69 

- 


Store 


(SlgasSW  atoOgr  admlntrtirlm  omh)  (Title)  (Title) 

*  State1  “  cost”  or  “  cost  Of  market,  whichever  is  lover.”  It  may  otter  bads  was  usixl,  describe  fully,  state  why  need  and  Jute  oo  which  inventory  was  last  reconciled 
with  stock. 


SUBSIDIARY  CERTIFICATE 

I  (or  we),  the  undersigned  employees  of  the  taxpayer  named  above,  swear  (or  affirm)  that  I  (or  we)  personally  directed  and 
observed  the  taking  of  the  parts  of  the  inventory  set  opposite  my  (or  our)  names,  and,  to  the  best  of  my  (or  our)  knowledge  and 
belief,  is  true  and  complete  in  every  respect;  that  I  (or  we)  have  carefully  read  the  instructions  on  the  reverse  side  of  this  form 
and  that  the  parts  of  the  inventory  for  which  I  am  (or  we  are)  responsible  was  taken  in  accordance  therewith. 


Sworn  to  and  subscribed  before  me  this  J&SiL..  day  of  JPstoaja: _ ,  »J£ 

Ja,p-  B.  Coratorphena  Hotary  Public  5th  Judicial  Circuit 

(Sicoatan  of  oScar  a»VnlnlWarln»  oath)  (Tula) 

9549  T'H* 


No .5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


INSTRUCTIONS 


foo 


This  certificate  of  inventory  must  be  submitted  by  nil  taxpayers  enlaced  in  a  trado  or 
business  in  which  the  production,  purchase,  or  sale  of  merchandise  of  any  kind  is  an  income* 
producing  'actor. 

The  principal  certificate  will  be  signed  by  the  taxpayer  or  an  executive  officer  and  the 
subsidiary  certificate  by  officers  and  employees  (such  as  department  heads,  superintendents, 
etc.)  desijpiatcd  by  the  taxpayer  or  executive  officer.  If  the  taxpayer  who  fills  in  the  prin- 
eioai  certificate  actually  direct*  and  obeervos  the  taking  of  the  inventory,  the  subsidiary 
certificate  need  not  bo  filled  in. 

Extracts  took  Reguiations  69 

Abt.  1611.  Need  of  Inventories. — In  order  to  reflect  the  net  incomo  correctly,  inven¬ 
tories  at  the  beginning  and  enu  cf  each  year  are  necessary  in  every  ease  in  which  tho  pro¬ 
duction.  purchase,  or. sale  of  merchandise  is  an  income-producing  factor.  The  inventory 
should  include  raw  materials  and  supplies  on  hand  that  have  been  acquired  for  sale,  con¬ 
sumption,  or  use  in  productive  processes,  together  with  all  finished  or  partly  finished  goods. 
Only  merchandise  title  to  which  is  vested  in  the  taxpayer  should  be  included  in  the  inventory. 
Accordingly,  the  seller  should  include  in  his  inventory  goods  under  contract  for  sale,  but 
not  yet  segregated  and  applied  to  the  contract  and  goods  out  upon  consignment,  but  should 
exclude  from  inventory  goods  sold,  title  to  which  has  passed  to  tho  purchaser.  A  purchaser 
should  include  in  inventory  merchandise  purchased,  title  to  .which  has  passed  to  him 
although  such  merchandise  is  in  transit  or  for  other  reasons  has  not  been  reduced  to  physical 
possession,  but  should  not  include  goods  ordered  for  future  delivery,  transfer  of  title  to 
which  has  not  yet  been  effected.  In  cases  where  inventories  are  required,  the  taxpayer 
should  file  with  bis  return  a  certificate  of  inventory  on  Form  1126. 

Ac?.  1612.  Valuation  of  Inventories. — Section  205  provides  two  tests  to  which  each 
inventory  must  conform: 

First.  It  must  conform  as  reyrly  as  may  be  to  the  best  accounting  practice  in  the  trado 
or  business,  rmd 

Second.  It  must  clearly  reflect  the  inoome. 

It  follows,  therefore,  that  inventory  rulos  can  not  be  uniform  but  must  give  effect  to 
trade  customs  which  come  within  the  scope  of  the  best  accounting  practice  in  the  particular 
trade  or  business.  In  order  clearly  to  reflect  income,  the  inventory  practice  of  a  taxpayer 
should  be  consistent  from  year  to  year,  and  greater  weight  is  to  be  given  to  consistency  *h«.B 
to  any  particular  method  of  inventorying  or  basis  of  valuation  so  long  as  the  method  or 
basis  used  is  substantially  r.  aocord  with  these  regulations.  An  inventory  that  can  bo 
used  under  the  host  accounting  practice  in  a  balance  sheet  showing  the  financial  position 
of  the  taxpayer  can,  as  a  general  rule,  be  regarded  as  clearly  reflecting  his  income. 

The  bases  of  valuation  most  commonly  used  by  business  concerns  and  which  meet  the 
requirements  of  section  205  are  (a)  cost  and  (6)  cost  or  market,  whichever  is  lower.  (For 
inventories  by  dealers  in  securities,  see  article  1615.)  Any  goods  in  an  inventory  which 
are  unsalable  at  normal  prices  or  unusable  in  the  normal  way  because  of  damage,  imperfec¬ 
tions.  shop  wear,  chan  gee  of  style,  odd  or  broken  lots,  or  other  similar  causes,  including 
seccnd-band  goods  taken  in  exchange,  chould  be  valued  at  bona  fido  selling  prices  less 

t  of  selling,  whether  basis  (a)  or  (6)  is  used,  or  if  such  goods  consist  of  raw  materials  or 
partly  finished  goods  held  for  uso  or  consumption,  they  shall  be  valued  upon  a  reasonable 
basis,  taking  into  consideration  the  usability  and  the  condition  of  the  goods,  but  in  no  caso 
shall  such  value  be  less  than  the  scrap  value.  Bona  fide  selling  price  means  actual  offering 
of  goods  during  a  period  ending  not  later  than  30  days  after  inventory  date.  The  burden 
of  proof  will  rest  upon  the  taxpayer  to  show  that  such  exceptional. goods  as  are  valued  upon 
such  selling  basis  come  within  tho  classifications  indicated  above,  and  he  «h«ii  maintain 
such  records  of  the  disposition  of  tho  goods  as  will  enable  a  verification  of  the  inventory  to 
be  made. 

In  respect  to  normal  goods,  whichever  basis  is  adopted  must  be  applied  with  reasonable 
consistency  to  tho  entire  inventory.  Taxpayers  were  given  an  option  to  adopt  tho  basis 
of  either  (<z)  cost  or  (6)  cost  or  market,  whichever  is  lower,  for  their  1920  inventories.  Tho 
basis  adopted  for  that  year  is  controlling,  and  a  change  can  now  bo  only  After  per¬ 

mission  is  secured  from  the  Commissioner.  Application  for  permission  to  change  the 
of  valuing  inventories  shall  bo  made  at  least  30  days  prior  to  the  cloee  of  the  taxable  year 
for  which  the  change  is  to  bo  effective.  Goods  taken  in  the  inventory  which  have  been  so 
intermingled  that  they  can  not  be  identified  with  specific  invoices  will  bo  deemed  to  be  the 
goods  most  recently  purchased  or  produced,  and  tho  cost  thereof  will  be  the  actual  coet 
■'*'  th«  goods  purchased  or  produced  during  tho  period  in  which  tho  quantity  of  goods  in 
t  a  inventory  has  been  acquired.  Where  tho  taxpayer  maintains  book  inventories  in 
accordance  with  a  sound  accounting  system-  in  which  tho  respective  inventory  accounts 
are  charged  with  the  actual  cost  of  tho  goods  purchased  or  produced  and  credited  with 
t*.o  valuo  of  goods  used,  transferred,  or  sold,  calculated  upon  the  basis  of  tho  actual  cot  t 
of  the  goods  acquired  during  tho  taxable  year  (including  the  inventory  at  the  beginning 
o  tho  year),  the  net  valuo  as  shown  by  ouch  inventory  accounts  will  bo  deemed  to  bo  the 
cost  of  the  goods  on  hand.  Tho  balances  shown  by  such  book  inventories  should  be  verified 
by  physical  inventories  at  reasonable  intervals  and  adjusted  to  conform  therewith. 

Inventones  should  be  recorded  in  a  legible  manner,  properly  computed  and  summarized, 
and  should  bo  preserved  as  a  part  of  tho  accounting  records  of  tho  taxpayer.  The  inven- 
torics  of  taxpayers  on  whatever  basis  taken  will  bo  subject  to  investigation  by  tho  Com- 
znissioner,  aaa  tho  taxpayer  must  satisfy  tho  Commissioner  of  tho  correctness  of  tho  prices 
adopted. 

fhdowing  metnods,  among  others,  are*  sometimes  used  in  talcing  or  valuing  inven¬ 
tories.  but  are  not  in  accord  with  these  regulations  vis* 

&rSofh*  “V““ry  *  ”5CTT'  for  <*  “  «*“«■» 

(2)  Taking  work  in  process,  or  other  parts  of  tho  inventory,  at  a  nominal  price  or  at  less 

than  its  proper  value.  v 

(3)  Omitting  portions  of  tho  stock  on  hand. 

(4)  Using  a  constant  price  or  nominal  valuo  for  a  so-called  normal  quantity  of 

or  goods  in  stock.  . 

(5)  Including  stock  in  transit,  either  shipped  to  or  from  the  taxpayer,  the  title  of  which 

is  not  vested  m  tho  taxpayer.  * 

Art.  1613.  Inventories  at  cost. — Cost  means: 
prire  rocrchandisc  oa  hand  afc  **»>  beginning  of  the  taxable  year,  the  inventory 

(2)  In  the  case  of  merchandise  purchased  since  tho  beginning  of  the  taxablo  year,  tho 
invoico  price  less  trado  or  other  discounts,  except  strictly  cash  discounts  approximating  a 
rat0’  may  bo  deducted  or  not  at  the  option  of  tho  taxpayer,  provided  a 

Lufmt,<”TO(i|l!l  followed.  To  this  net  invoico  price  should  be  addedtraSpSSon  or 
ether  necessary  charges  incurred  in  acquiring  possession  of  tho  goods. 

♦Jfwr LZ?  mcrchandiso  produced  by  the  taxpayer  since  the  beginning  of  the 

2*5*  ,K  T-iie  c.08t  materials  and  supplies  entering  into  or  consumed  in  con- 

t<T££d  f0r  dil‘ocr labor*  (0  indirect  expcna^Tincideat 

y  u,  thc  production  of  the  particular  article,  including  in  such  indirect 

of.3 “ao^ement  expenses,  but  not  including  any  cost  of 
selling  or  return  on  capital,  whether  by  way  of  interest  or  profit. 

i~J*UStrr  m,whicb  the  usual  rules  for  computation  of  cost  of  production  are' 
•MJoximatcd  pDon  such  basis  ss  may  bo  reasonable  and  in 
r  v®  Particular  industry.  Among  such  cases 

Shobv £®®  Rrt,d®  1616)-  <»  miners  and  manufacturers 
^oco®8-.  uniform i  senes  of  processes  derive  a  product  of  two  or  more  kinds. 
1110  unil  CO?1  ?l  wbicb  »  substantially  alike  (see  article  1617).  and  (c)  retail 

SS'&’LtidS  “  'aU>Wa  “  tb,  ''™“a  “““l”  *  WWO.im.to 

Inventories  at  market. — Under  ordinary  circumstances  and  for  normal 
goods  i  an  inventory,  market  ’  means  the  current  bid  price  prevailing  at  the  date  of  the 

taxpayer^  £d  S  *  **  Vohuao  “  ****  Purchased  by  the 

(a)  Of  goods  purchased  and  on 


(6)  Of  basic  elements  of  cost  (materials,  labor,  and  burden)  In  goods  In  proems  of  _ 

fact  ore  and  in  finished  goods  on  hand;  exclusive,  however,  of  goods  on  hand  or  in  proeem  of 
manufacturei  for  delivery  upon  firm  sales  contracts  (L  e.,  those  not  legally  subject  to 
turn  by  either  party)  at  fixed  prices  entered  into  before  the  da  to  of  the  inventory,  which  goods 
must  be  inventoried  at  cost. 

Where  no  open  market  exists  or  where  quotations  are  nominal,  due  to  stagnant  msrkst 
conditions,  the  taxpayer  must  use  such  evidence  of  a  fair  market  price  at  the  date  or  data 
nearest  the  inventory  as  may  be  available,  such  as  specific  purchases  or  sales' by  the  tax- 
payer  or  others  in  reasonable  volume  and  made  in  good  faith,  or  compensation  peH  for 
cancellation  of  contracts  for  purchase  commitments.  Where  the  taxpayer  in  the  ref^Vr 
course  of  business  has  offered  for  solo  such  merchandise  at  prices  lower  *ii»n  the  current 
price  as  above  defined,  the  inventory  may  be  valued  at  such  prices  less  proper  allowance  for 
selling  expense,  and  the  correctness  of  such  prices  will  be  determined  by  reference  to  tho 
actual  sales  of  the  taxpayer  for  a  reasonable  period  before  and  after  the  date  of  the  inven¬ 
tory.  Prices  which  vary  materially  from  the  actual  prices  so  ascertained  will  not  be  ao- 
cepted  as  reflecting  the  market. 

Abt.  1615,  Inventories  by  dealers  In  securities- — A  dealer  in  securities,  who  in  hb 
books  of  aooount  regularly  inventories  unsold  securities  on  hand  either — 

(а)  At  oost, 

(б)  At  cost  or  market,  whichever  is  lower,  or 

(c)  At  market  value, 

may  make  his  return  upon  the  basis  upon  which  his  aooounts  are  kept;  provided  a 
description  of  the  method  employed  shall  be  included  in  or  attached  to  the  return,  aO 
the  securities  must  be  inventoried  by  the  same  method,  and  that  such  method  mot  be 
Adhered  to  in  subsequent  years,  unless  another  be  authorised  by  the  Ceaunieriooer.  For 
the  purpose  of  this  rule  a  dealer  in  securities  is  a  merchant  of  securities,  whether  an  individual, 
partnership,  or  corporation,  with  an  established'  plaeo  of  business,  regularly  in  the 

purchase  of  securities  and  their  resale  to  customers;  that  is,  one  who  as  a  merchant  buys 
securities  and  sells  them  to  customers  with  a  view  to  the  gains  and  profits  that  may  ba 
derived  therefrom.  If  such  business  is  simply  a  branch  of  the  activities  carried  on  by  such 
person,  the  securities  inventoried  as  here  provided  may  include  only  those  held  for  purposes 
of  resale  and  not  for  investment.  Taxpayers  who  buy  end  sell  Or  hold  securities  for  invmt- 
ment  or  speculation  and  not  in  the  oourse  of  an  established  business,  and  officers  of  corpora* 
tions  and  members  of  partnerships  who  in  their  individual  capacities  buy  and  sell  securities, 
are  not  dealers  in  securities  within  the  meaning  of  this  rule.  A  dealer  in  securities  is  not 
entitled  to  the  benefits  of  section  208  with  reference  to  the  gain  from  the  sale  of  securities. 

Abt.  1616.  Invsntories  of  livestock  raisers  and  other  fanners. — Farmers  may 
change  the  basis  of  their  returns  from  that  of  reoeipte  and  disbursements  to  that  of  an  inven¬ 
tory  basis  provided  adjustments  arc  made  in  aooordanoo  with  one  of  the  two  methods  out¬ 
lined  in  (1)  and  (2)  below.  It  is  optional  with  the  taxpayer  which  method  is  used.  but. 
having  elected  one  method,  the  option  so  exercised  will  be.  binding  upon  the  taxpayer,  and 
he  will  bo  precluded  from  filing  amended  returns  upon  the  basis  Cf  the  other  method. 

(1)  Opening  and  closing  inventories  shall  be  used  for  the  year  in  which  the  change  is  made. 
There  should  be  included  in  the  opening  inventory  all  farm  products  (including  livestock) 
purchased  or  raised  which  were  on  hand  at  the  date  of  the  inventory,  sod  there  must.be 
submitted  with  tho  return  for  the  current  taxable  year  an  adjustment  sheet  for  the  preceding 
taxable  year  based  on  the  inventory  method,  upon  the.  amount  of  which  adjustment  the' 
tax  shall  be  assessed  and  paid  Of  any  be  due)  at  the  rate  of  tax  in  effect  for  that  year*  Ordi¬ 
narily  an  adjustment  sheet  for  the  preceding  year  will'be  sufficient,  but  if.  in’the  opinion  of 
the  Commissioner,  such  adjustment  is  not  sufficient  dearly  to  reflect  income,  adjustments 
for  earlier  years  may  be  accepted  or  required.  'Where  it  is  impossible  to  render  complete 
inventories  for  the  preceding  year  or  years,  the  Commissioner  will  acoept  estimates  which, 
in  his  opinion,  substantially  reflect  the  income  on  the  inventory  basis  for  such  preceding 
year  or  yean;  but  inventories  must  not  include  real  estate,  buildings,  permanent  improve 
meats,  or  any  other  assets  subject  to  depreciation. 

(2)  No  adjustment  sheets  will  be  required,  but  the  net  Inoome  for  the  taxable  year  ha 
which  the  change  is  made  must  be  computed  without  deducting  from  the  sum  of  the  closing 
inventory  arid  the  sales  and  other  receipts,  the  inventory  of  livestock,  crops,  and  products 
at  the  beginning  of  the  year;  provided,  however — 

(a)  That  if  any  livestock,  grain,  or  other  property  on  hand  at  the  beginning  of  the  taxable 
year  has  been  purchased  and  the  oost  thereof  not  charged  to  expense,  only  the  difference 
between  the  cost  and  the  selling  price  should  bo  reported  as  income  for  the  year  in  which 
sold; 

(5)  But  if  the  cost  of  such  property  has  been  charged  to  expense  for  a  previous  year,  the 
entire  amount  received  must  be  reported  as  inoome  for  the  year  in  which  sold. 

Boca  uso  of  tho  difficulty  of  ascertaining  actual  eost  of  livestock  and  other  farm  produets, 
farmers  who  render  their  returns  upon  an  inventory  basis  may  at  their  option  value  their 
inventories  for  the  current  taxable  year  aooording  to  the  "farm-price  method,"  which  pro¬ 
vides  for  the  valuation  of  inventories  at  market  price  less  oost  of  marketing.  If  the  use  of 
the  "farm-price  method"  of  valuing  inventories  for  any  taxable  year  involves  a  chan  go  in 
method  of  valuing  inventoria  from  that  employed  in  prior  years.  the  opening  inventory  for 
the  taxable  year  in  which  tho  change  is  made  should  bo  brought  in  at  the  same  value  as  the 
closing  inventory  for  the  preceding  taxable  year#  If  such  valuation  of  the  opening  inven¬ 
tory  for  the  taxable  year  in  which  the  chango  is  made  results  in  an  abnormally  large  income 
for  that  year,  there  may  bo  submitted  with  the  return  for  such  taxable  year  an  adjustment 
statement  for  the  preceding  year  based  on  the  "farm-price  method"  of  valuing  inventoria. 
upon  the  amount  of  which  adjustments  the  tax,  if  any  be  due,  shall  be  assessed  and  paid 
at  the  rate  of  tax  in  effect  for  such  preceding  year.  If  an  adjustment  for  the  preceding  year 
is  not,  in  the  opinion  of  the  Commissioner,  sufficient  clearly  to  refleet  income,  adjustment 
sheets  for  prior  years  may  be  accepted  or  required. 

Where  returns  have  been  made  in  which  the  taxable  net  income  has  been  computed 
upon  incomplete  inventoria,  the  abnormality  should  be  -corrected  by  submitting  with  the 
return  for  the  current  taxable  year  a  statement  for  the  preceding  year  in  which  such  adjust¬ 
ments  -hall  be  made  as  are  necessary  to  bring  the  closing  inventory  for  the  preceding  year 
into  agreement  with  the  opening  complete  inventory  for  the  current  taxable  year.  If 
necessary  clearly  to  reflect  income,  «mil*i*  ^inatmoBts  may  be  made  as  at  the  beginning 
of  the  preceding  year  or  years,  and  the  tax.  if  any  be  duo,  shall  be  assessed  at  tho  rate  of 
tax  in  effect  for  such  year  or  years. 

Abt.  1617,  Inventories  of  miners  and  manufacturers-— A  taxpayer  engaged  In 

mining  or  Trvannfft^tnring  who  by  a  -ingl*  process  or  uniform  series  of  processes  derives  a 
product  of  two  or  more  kinds,  sizes,  or  grades,  the  unit  eost  of  which  is  substantially  alike, 
and  who  in  oonformity  to  a  recognized  trade  practice  allocates  an  amount  of  cost  to  wyh 
kind,  size,  or  grade  of  product,  which  in  the  aggregate  will  absorb  the  total  cost  of  produc¬ 
tion,  may  use  such  allocated  oost  as  a  ha*l»  for  pricing  inventoria.  provided.  such  allocation 
bears  a  reasonable  relation  to  the  respective  selling  values  of  the  different  kinds  of  product, 

Abt.  1618.  Inventories  of  retail  merchants — Retail  merchants  who  employ  what 
is  known  as  the  "retail  method"  of  pricing  inventoria  may  make  their  returns  upon  that 
basis,  provided  that  the  use  of  such  method  is  daignated  upon  tho  return,  that  accurate 
accounts  are  kept,  and  that  such  method  is  consistently  adhered  to  unices  a  change  Is 
authorized  by  the  Commissioner.  Under  this  method  the  goods  in  tho  inventory  are 
ordinarily  priced  at  the  selling  prices,  and  the  total  retail  value  of  the  goods  in  each  de¬ 
partment  or  of  each  clan  of  goods  is  reduced  to  approximate  cost  by  deducting  the  per¬ 
centage  which  represents  the  difference  between  the  retail  selling  value  and  the  purchase 
price.  This  percentage  is  determined  by  departments  of  a  store  or  by  classa.  of  goods.  • 
and  should  represent  as  accurately  as  may  bo  the  amounts  added  to  the  cost  prices  of  the 
goods  to  cover  selling  and  other  expenses  of  doing  business  and  for  the  margin  of.  profit. 
In  computing  the  percentage  above  mentioned,  proper  adjustment  should.be  made  for  all 
mark-ups  and  mark-downs. 

A  taxpayer  maintaining  more  one  department  in  his  store  or  dealing  in  classes  of 
goods  carrying  different  percentages  of  gross  profit  should  not  use  a  percentage  of  profit 
based  upon  an  average  of  his’  entire  business,  but  should  ooxnputo  and  use  in  valuing  his 
inventory  the  proper  percentages  for  the  respective  departments  or  drew  of  goods. 
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«4  M«t#  tt«*  *&4  FwrwuMwl 

leasehold  Interest 

CMS 

Cash 

Ucttu**  BiflilftUi  aal  Hies 
fh«ar  l».t  114.  shrvces 

SuppUttt 

Kg^Ua 
AgOftte 

Chargee 
JULwu4es  %C 
ftuyail^ai  tt).  S*a«©S 

Liberty  BtnJfc 
War  Cariags  Shares 
-Afloat 

Atak»a£  T.  &  ty.  0o.9  Sh?*es 


BALANCE  m 
BOCKS  IEC.3M913 

i*®.  HSm** 

l$9000.00 

!'^3:8 

*,»«•« 

m,  900.00 

3«.  334.«o 
43,230.04 
u4.029.Mf 
1,1mA 

JOtoM.M 

24,914.70 

85,000.00 

•30.00 


HNENDH2NSS 

no.  «l 


MOMT 


AMENDED  BALANCE 
Bee.  31,  1909 

574,771.99 

*.3$j8 

181,50040 

iiigs 

114,089.48 

1,488.(2 

J04.598.M 

84,914.10 

25,000.00 

•38.00 


BA1AWE  B8l 
BOOKS  JSC. 31,  1920 

703,335.54 

15,000.00 

708,887.10 

1.78 

44,005.74 


AMENDMENI3 

WU  0. 


1,798.30 


38,8(2.97 

fs.  305.54 


535.709^4 
33,970.00 
25,000.0c 
838 .00 

8,519  4(1 

,000.00 
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?03,3».>4 

13.207.70 
708,  S27.10 
1.7* 

44,009.74 

32,«fe.9T 

75,305.54 


535,709 J* 
33,970.00 
29,000.00 
838.UO 
139,519.0 
115,000.00 


muev*  voter  uo.9  aawea  . 

1,(48,852.08 

1,8(7,744.41 

2,516,874.14 

—  — ... 
2,315,083.84 

LIABILITIES 

Jhrafts 

Amounts  Payable 

Surf>US 

Agents  Account 

Territorial  Xacome  Tows  Accrued 

47,(14.10 

2,441.70 

500,000.00 

1,318,794.28  13,991^7 

12,(83.60 

47,614.10 

2,441.70 

500,000.00 

1,304,K>3^1 

18,883.(0 

15,75^*5 

500,0004)0 

1,810,118.96 

1(8,065.06 

22,408.63 

M92«J0 

531.53 

15,751.66 

500,000.00 

1,808,326.66 
168,065 .06 

22,408.6} 

1,848,092 .08  13,991.27 

13,991.87 

l»8^7,7i*4.41 

2,5l6,S76.14 

1,792.30 

M92.30 

*,915, 083.84 
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*  -  INADMISSIBLE  ASSETS  -  ~  - 


trtadmiftiibld  Aaoebs 


raimary  IJ  Hawaiian  Fhilli^pina  Co#  shares 


ibruary  X4 
larch  15 
Ipril  15 

IfiUSt  30 

iptsrriber  1 
iptembe*  X 
btobar  X 
^ovorrljetf  X 
laccmbar  1 
tecember  J1 
fovamber  20 


it 

11 

a 


•# 

ft 


East  Kauai  Water  Go* 
n  d  11  it 

Atmfcfnl  Terminal  &  Railway  Co* 

Hast  Kauai  Water  Co* 

11  it  0  it 

19  n  »  u 

Ahutdnt  Termiml  an#  Ha.iXuayr  Co* 
11  11  11  ti  11 


124,914.70 

I, IJ2.» 

J. 393.55 
1,000*00 

49,000x0 
50,000.00 
is, 900x0 
12,900.00 
12,900.00 

]0,000X0 

^  .55»fflQ,QQ , 

236,470x0 


Days  Effoctive 

Amount  Effective 

24,914.70 

352 

1,089 .04 

3*2 

996.22 

292 

262 

124 

2,710.21 
2,429  >26 

,  338.80 

122 

122 

it:k:iT5 

92 

2,000,59 

62 

31 

2,117.49 

1,050.74 

1 

81*7 

42 

-  ..’fcflafiitt  . 

15,553^7 


(O 


fatal  Assets  par  Amended  Balance  sheet  Deccmbor  Jl,  1919 
Deduct)  Inadmissible  Assets  24,914*70 

Agents  Account  ^l4.0M.4B 


total  Assets  per  Amended  Balance  Sheet  December  >1,  1$20 
iduotj  Inadmissible  Assets 


Agents  Aocount 
January  1,  1920 

February  1 
March  1 
April  1 
Nby  1 
June  1 

July  1 

August  1 
September  1 
October  1 
November  1 
Deceiribor  1 
December  31 


114,029*40 


196,920.69 
>23,691 4 
303,221*73 
196,000.79 
425,468.84 
196,37D«66 

1,615,524^8 


(X3  Sum  of  (E)  plus  (If) 

(j)  Percentage  of  which  (E)  is 


1867744*41 

qgitHtsM.. 

2,515, ?8> .84 
NL 


Average  Held 


a 
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1,720,800.23 


4,007,414.07 

2,003,707x3 


124,271.10 
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Sugar  and  Molasses  Sales 

3,414,970.87 

Interest  on  advances  to 

• 

Homesteaders 

33,502.36 

Interest  on  War  Savings  Stamps 

.64 

Interest  on  Agents  Account 

3,502.66 

Interest  on  Territorial  Bonds 

1,062.50 

Unclaimed  Wages  and  Sundry  credits 

written  off 

492.00 

Scrap  Iron  Sold 

163.62 

Profit  on  Ice 

1,171.93 

Profit  on  potash 

6,128.73 

Profit  on  Kealia  Store 

22,889.75 

Profit  on  Live  stock 

1,166.39 

Profit  on  Seed  Cane 

3,988.04 

Sundry  Labor 

16,413.58 

Sugar  Sales  1919  crop 

638*55 

$3,506,091.62 

Capital  Stock  Tax 

1,628.00 

Loss  on  Sugar  Factors,  Ltd.  stock 

72,900.00 

Depreciation  ' 

24,851.90 

Bad  Debts 

14,418.23 

Operating  Expenses 

2,649,315.07 

Repairs 

20,876.51 

Property  Taxes 

37,687.16 

Profit 

684,414.75 

3,506,091.62 
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Kekaha  Sugar  Co.,  Limited,  Appellant 
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David  H.  Blair,  Commissioner  of  Int.  Rev. 
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mumovs  •  scnguuMs  "o«  3. 


£>  (? \i- 


loaechold  Xtaterosl  Amcunb 


Xeoenfcor  Jl,  lglO^ 

1912 

*9*5 

1914 


1916 

1919 

1920 


6*1/2  months 

I/3OM1 

1/jOtU 

» 

n 

» 

o 

D 

ft 

0 


20,530*94 


Amortisation 


Balance  Book  V*lvo 


80,558.94 

20,538*94 

20,538*94 


15,000.00 
15,000.00 
15,000.00 
15,000.00 
15,000.00 
15 ,000 <00 
15,000.00 
15,000.00 


Debit  Suffplu® 


1,107.67 

1,792*30 
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REPAIRS 
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V/ater  Supply 

2, 716. 81 

Telephone  Lines 

237.43 

Roads  and  3ridgec 

S94.30 

Fences 

3,157.74 

Buildings 

13,720.74 

Drain  Ditches 

349.49 

20,876.51 
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Unolaimed  Wages  and  Sundry  Credits 

i 

$492.00 

Scrap  Iron  Sold 

163.33 

Profit  on  Ice 

1171.93 

Profit  on  Potasb 

6128.73 

Profit  on  Ke&lla  Store 

32889.75 

Profit  on  Live  Stock 

1,166.38 

Profit  on  Seed  Cane 

3,988.04 

* 

Sundry  Labor 

16,413.58 

Sugar  Sales  1918  Crop 

638.55 

»  53,052.59 
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mxss  sugar  company, 
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Interest  received  on  Advances  to  Oo&tzMtore  $33,503.56 
Interest  on  Agent’s  Aooount  3,502.66 

|  37,005.02 
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MAXES  SUGAR  COMP  ANT, 

INTEREST  OH  OBLIGATIONS  OF  THE  U.S.A. 
SCHEDULE  A  -  4. 


4th  Liberty  Loan  Bonds 


TAXABLE  X 


KTSRBi 


Interest  from  January  let  to 

December  31,  1920  on  $25,000.00  «  4#  1063.50 


Interest  on  War  Saving.  Stamps 


♦  64 


(Exemptions  claimed  ^55,000*00) 


Taxable 


f  1063.14 


Hone 
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Included  In  deduction  under  Schedule  A  22  is  &  2033  of 
$287,048.32  sustained  through  the  sole  of  1315  shares  of  capital  stool: 
of  Sujpur  Factors  Company*  Ltd*  Of  the  total  amber  of  shares  held  in 
this  Company*  1043  shares  rare  held  prior  to  March  1*  1913*  sad  this 
explanation  hoe  reference  to  the  method  used  in  date  ruining  the  fair 
market  value  of  this  stock  as  of  that  date* 


So  bona  fide  sales  of  this  stock  sere 
or  for  several  years  subsequent  thereto* 


node  prior  to  March  1*  1913 


The  Sugar  Factors  Company,  Ltd*  is  an  Hawaiian  Corporation  organ¬ 
ised  in  1904  toy  a  number  of  sugar  plantations  of  Hawaii  and  the  prin¬ 
ciple  object  of  Its  formation  was  to  acquire  and  operate  the  California 
%  Hawaiian  Sugar  Refining  Company  of  California  as  an  outlet  for  the 
ran  sugar  produced  by  its  shareholder*. 

During  1520*  owing  to  the  abnormal  flucuatlons  in  the  prioe  of 
sugar  and  government  control  of  profits*  the  losses  of  the  refinery  wen 
so  sowers. that  It  practically  was  token  over  by  its  oredltoro.  Most  of 
the  stock  of  Sugar  /actors  Company*  Limited*  which  at  the  time  owned 
100*  of  the  California  4  Hawaiian  Sugar  Refining  Company*  was  purchased 
from  the  various  plantations  at  an  appraised  net  value  of $40* 00  per 
ehare*  Our  entire  holdings  In  this  company  were  cold  at  this  figure* 

Tha  izetbed  used  in  computing  the  value  of  shares  of  a  took  In 
9ug*r  Factors  Company*  Ltd*  as  of  March  1*  1913*  follows  closely  tie 
method  prescribed  in  Internal  Revenue  Bulletin  9-30-764  A.R.R.  33  and 
the  following  exhibits  are  8u>**«tted  herewith  showing  the  details  of 
the  computation* 


Exhibi  t  A.  - 


.Exhibit  3*  - 


Valuation  of  C.  4  H.  3.R.Oo**  March  1*  1913 
on  the  basis  of  its  earnings  averaged  over  five 
years  prior  to  1913* 

Valuation  of  shipping  rights  March  1*  1913 
accruing  to  stockholders  of  Sugar  F&otors  Company* 
Ltd. 


Exhibit  On  -  Balance  Sheet  of  0.  4  H.S.R.0O*  aa  of  March  1* 

1913. 

Exhibit  D.  -  Balance  Sheet  or  Sugar  Factors  Company*  Ltd* 

March  1*  1913. 

In  further  explanation  of  exhibit  3.  we  would  say  that  the  main 
purpose  of  the  formation  of  this  Company  was  to  save  to  its  stockholders 
the  difference  in  freight  rates  to  San  Francisco  and  to  the  Atl&ntle 
Coast* 


Tho  capacity  of  the  refinery  has  always  been  less  than  the  pro- 
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dilation  of  its  stockholders*  therefore#  the  right  to  khip  rev  eager 
to  the  refinery  has  been  allocated  on  the  basis  of  stock  holdings 
and  this  right  has  been  recognised  as  a  distinct  property  right 
accruing  to  the  stockholders  and  subject  to  purchase  and  sale  apart 
frost  the  stock  itself#  Plantations  that  on  account  of  drought  or 
other  reasons  did  not  produce  the  tonnage  which  they  were  entitled  to 
ship  to  the  refinery  during  any  year  have  in  nuzserous  instances  sold 
this  ercess  to  other  plantations  at  prices  ranging  fro®  $3.50  to 
$7.50  per  ton. 
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VALUATION  OF  SUGAR  FACTORS,  LTD.  STOC*  37/ 

AS  OF  MARCH  1,  1913. 

EXHIBIT  A 

Valuation  of  California  &  Hawaiian  Sugar  Refining  Co.  MARCH  1,  1913,  on 
the  basis  of  Earnings  over  a  period  *of  five  years. 

Value  of  Assets  12/31  1907  #2,737,665.07 

■  ■  ■  11  1908  4,117,724.54  Earnings  #807,071.39 

"  "  ■  •  1909  5,186.706.62  «  1,068,982.08 

■  •  «  *  1910  5,242.337.66  ■  555,631.04 

•  •  ■  *  1911  5,600.410.00  «  483,072.34 

•  ■  »  «  1912  6.400.865.06  ■  800.455.06 


#807,071.39 

1,068,982.08 

555,631.04 

483,072.34 

800*455.06 


Average  over  5  years  4.8J 

*  8$  on  Assets 

Earnings  attributable  to  Good  Will 
Capitalized  on  the  basis  of  15$ 


4.880,951.49 


743.042.38 

390.476.12 

352.566.26 

2,350,441.73 


EXHIBIT  B. 


Valuation  of  Shipping  Rights  as  of  March  1.  1913. 
Accruing  to  the  Stockholders  of  Sugar  Factors,  Ltd. 


1908  Figures  not  available 

1909  Freight  Charges  East 

■  •  Calif. 

Value  of  Shipping  Rights 

1910  Freights  charges  East  per  ton 

■  "  Calif.  »  » 

Value  of  shipping  rights  11  " 


per  ton  12.337 
■  •  8.191 

*  P  4.146  x  150563  tons  shipped- 

#624,234.20 

12.336 

8.186 

i  4.150  x  150089  tons  shipped- 

622,827.85 


1911  Freights  charges  East  per  ton 
■  ■  Calif.  «  ■ 

Value  of  shipping  rights  w  • 


1912  Freight  chargee  East  per  ton 
■  ■  Calif.  »  ■ 

Value  of  shipping  rights 


12.456 

8.154 

4.302  x  153113  tons  shipped- 

658,602.13 

12.328 

8.171 

4.157  x  165045  tons  shipped- 

686.092.07 


Average  over  4  years 

i 

Capitalized  on  the  basis  of  20$ 

Representing  the  value  of  Good  Will  of  the  Sugar 
Factors, *  Ltd.  accruing  direct  to  its  stockholders. 


649.961.56 

3,249,807.80 
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VALUATIOS  07  SUGAR  FACTORS*  LTD.  STOCK 
A3  07  MARCH  1,  1913. 


r/ 


EXHIBIT  0 


California  A  Hevalicn  3us&r  Refining  Co. 
Balance  Sheet  Ueceober  31,  1912. 


A3S2T3 

^aS 


Accounts  Re cei Table 
Votes 

Inventory  Supplies 

*  Rev  Materiel 

*  Finished  Goode 
Real  Estate, Bldgs  A  Equip. 
Good  Will  Capitalised  15* 


202,760.85 
5?, 598 .65 
991,018.01 
217,073.08 
28, £05.30 

2,205,854.70  148,102.74 

2,937,270.29 

_ 2,350,441.73 


52,598.68 

991,018.01 

217.013.CS 

28,906.80 

2,355,967.44 

2,927,270.29 

2,350.441.73- 


6,639,432.41 


9,224,855.02 


■otes  Taya&ie 
Bonds 

Capital  Stock 
Surplus 
Pro  rata  Earnings  to  3*1-12 
50,000  sh.  «  177.94819 


42,567.33 
196,000.00 
5,000, 000.00 

1,400,835.08 


2,350,441.73 

146,102.74 


42,567.35 

196,000.00 


18,639,432.41  *2,496, 544.47  *2,496,544.47*9,224.385.82 


ZZKI3I?  a 


SUGAR  Factors,  Ltd. 

Balance  jfceet  Decexber  31.  1912. 


ASSETS 

Cash  and  Bank 


_ _ _  599,357.01 

Refinery  Stock  44,121  Sh.  3,032,885.85 
Bonds  1,317,872.75 
Offioe  Fixtures  2,275.87 
Real  Estate  77,207.38 
Good  Will  a/c  Shipping  Rights _ 


11,617.92 

4,817,386.24 


Aliuatwents  *&ftJr.O  3effIU&. 


17,734,41 


33,352.33 

3.249.607.80 


610,974.93 
7 ,929,689.48 
1,300,138.26 
2,275.87 
110,559.69 
3.249.807.80 


5,030,578.88 


13,203,486.15 


No  *5098 

Kekaha  Sugar  Co.,  Limited.,  appellant 

VS. 

David.  H.  Blair,  Commissioner  of  Int .  Rev. 


St]  8 


LIABILITIES 


Account 8  Payable 
Capital  Stock 
Du. .  Ins 

Pro-rata  eaminge  to  3-1-13 
value  Of  43.126  3h.  C  304.34 


A'/  3 


19,95 

4,312.590. CC 
717.SJ3.33 


8,161,289.35 

11,617.52 


$5,030,578.33  8,150,641.68  8,190,641.63  13,203.48S.1J 

Yulue  exclusive  of  shipping.  Rights  £230. 81  per  chi. re. 


Xe  the  value  of  the  shipping  right  accrued  ecually  to  {all  the  stock¬ 
holders  of  iugur  Factors  Ooapany,  Ltd.,  it  is  treated  as  on  asset  of  that  Com¬ 
pany  in  determining  the  ios3  of  the  stockholders  of  the  CotspSny.j 

To  show  that  the  value  of  S  3, 2*19, 307. SO  placed  on  the  shipping  right 
so  of  March  1,  1313,  is  very  moderate  the  following  schedule  «hc*^ir:g  actual 
saving a  for  the  years  1313  to  1919  is  presented: 


Tear  Tonnage  shipped 

to  Refinery. _ 


Saving  per 


To  tal 


1913 

170,654 

3.07 

!  634,480.38 

1914 

200,2.46 

4.05 

|  810,989.30 

1915 

249,491 

4.61 

150,135.51 

1916 

845,113 

4.36 

i.3 

15,785.28 

1517 

260,573 

4.15 

i 

,090,888.04 

1518 

24 ' , ot4 

7.25 

,758,586.00 

1919 

288,474 

6.725 

_ i 

Total 

i 

,560,372.16 

Ltd. 


Figures  are  based  on  the  records  of  sugar  Factors  Company, 
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STATUTORY  L08S38 
Schedule  A  -  23 


StiOAH  FACTORS,  OO.  LTD.  STOCK  SOLD  1920 
1048  shares  $304.34  Market  Thine  March  1,  IS  13  $318,948.33 
167  shares  d  $100.00  cost  16,700.00 


#335,648.33 

1215  shares  sold  #40.00  per  share  48,600.00 

Statutory  Loan  #287,048.32 


Boole  Loss 


72,900.00 


Difference 


214,148.33 
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MAKEE  SUGAR  COMPANY, 


DEPRECIATION  -  -  -  -  SCHEDULE  A-18 


Wharf 

Mill  Buildings 
Buildings 
Mill  Mnchi ne r y 
Steam  Plows 
Tractors 

Railroads  and  Bridges 
Rolling  Stock 
Pump  Machinery 
Reservoirs 
Irrigation  Ditches 
and  Waterways 
Carts  and  Wagons 
Autos  and  Trucks 
Laboratory 

Agricultural  Implements 

Agricultural  Tools 

Tools 

Furniture 

Ma ps  a nc  Charts 

Pipe  Line  for 

Domestic  Water 

Telephone 


452.39 

1263.74 

3256.00 

3^54.21 

546.75 

1068.84 

3312.40 

8223.07 

11126.06 

961.09 

■ 

4052 . 58 
62.70 


4 


76.56 


118.26 

339.88 

1957.11 

212.59 


^34.42 
9 .  Oo 


|64 .28 
155.81 


36,647.67 


Distributed  to 
Crops 


Leasehold  Purchase 
Amortization 


...  11.7 

95.77 

1  24,8 

51.90 

6184.63 


$  25,5p6 .53 
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MAKES  3U0AR  COMPACT,  b  f  ^ 

SKPSKffSS  SCHEDULE  A-12. 


Amounts  unallocable  Balance 

Donations 


Prcr>crtng  and  Planting 
Cultivating 
^rv?  sting 
'Szzm?  n  c  tur  i  ng 

3±?.  ok  sol*  th  and  Carpenter  Shop 
Expanse 
•>'hari  Expense 
Jftddic&i  Expense 
L^gal  Expense 
Insurance 
Zncic.'er>ta.ls 
•lent 
Hauling 
Sundry  Labor 
?uel 

forestry 

Surveying 

vCiUp  ^  >. 

Pensions  and  Donations 
Accident  Oorrpensution 
Lost  lime  -  Labor 
Pump  and  Electric  Power 
Expense 
Truck  Expense 
Mr* rice  ting 
Cam  Purchases 
Cane  Purchase  Exoease 
Strike  Claims 
Bonus 


2 


40,364.41 

198*741.1* 

103,276.30 

213,503.42 

2*317.80 

1*732.03 

6,276.22 

493.19 
2,  347.fi 

1.183.96 
3,922.03 

.02 

2*337.83 

9,336.64 

711.92 

1,234.43 

3,630.51 

2*924.64  1126.30 

805. 20 
2.351.49 

4.202.96 
2,178.09 

282,844.28 

803,540.51 

12,871.78 

274,290.45 

661,480469 


649,315.07  1126.30  2,648,188.77 
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SCHEDULE  E- -CAPITAL,  SURPLUS.  AND  UNDIVIDED  PROFITS  AS  SHO*  .4  BY  BOOKS 
BEFORE  ANY  ADJUSTMENTS  ARE  MADE  THEREIN. 

El.  stock  actually  outstanding  at  the  and  of  tha  preceding  taxable  period  should  be  entered  In  this  schedule 
to  ilia  extent  that  it  Is  paid  op.  II  stock  or  shares  ware  Issued  at  a  nominal  value  or  without  par  value  l  be  entries 
should  refiact  the  aaoants  on  the  hooks  In  respect  thereof  at  the  close  of  the  preceding  taxable  period. 

E3 .  This  item  should  Include  paid-in  surplus  as  shown  by  hooks  at  the  end  of  the  preceding  taxable  period. 
If  any  amount  Is  claimed  under  Section  320(a)  (2)  of  the  Revenue  Act  of  1018  or  under  Article  837  of  Regulations 
45,  the  amount  claimed  should  he  entered  undw  Item  1 .  Schedule  F,  and  not  in  this  schedule. 

E7.  Reserves  which  represent  allocations  of  surplus  and  were  not  accumnlafed  through  deductions  made 
in  computing  net  income  as  returned  In  previous  years  may.  If  properly  explained,  be  entered  as  Item  7.  Such 
entries  should  be  Identified  and  if  necessary  reconciled  with  balance-sheet  metres. 

El  G.  If  the  corporation  had  on  hand  at  any  time  during  the  taxable  period  any  treasury  stock,  copies  of  the 
Journal  entries  covering  the  original  Issuance,  repossession  end  any  subsequent  adjustments  should  be  furnished. 
Treasury  stork  includes  alt  stock  reacquired  by  the  corporation  and  not  canceled,  regardless  of  the  reason  for  the 
nisltion. 


Item. 

Amount. 

! 

i  apltal  stock  pel <1  up  and  •dually  outstanding  at  theclm  of  tha  prac«din*  ymr 

1.  Flnt  preferred . . .  . . 

!* _ 

...  ^fiO.QQOjQB 

#  T—.r 

Surplus  and  undivided  profits: 

S»  Paid-in  - -  - — 

Earaad  surplus  and  undlvidad  proAta.  _ ' 

7.  Reserves,  additions  to  which  are  not  deductible  In  computing  net  Income 
(to  be  reconciled  w*th  balance  sheet  Items) _  _ .... _ 

i 

i 

« 

i  « 

1  i 

.  1 

►  • 
i 

;| 

S.  Others  items  (to  be  detailed) .  . . 

0.  Total  o»  Jt£u*  4,  3,  S,  7,  I'm  8 . 

10.  Deduction  on  account  of  treasury  stock.. . 

11.  Capital  and  surplus  at  heeinnfne  of  taxable  period  as  shown  by  hooks 

. 

SCHEDULE  F. — ADJUSTMENTS  BT  WAT  OF  ADDITIONS. 


Gi.  Is  any  property  (Including  physical  property,  securities,  and  Intangible  property)  paid  for  with  cash 
or  with  other  tangible  property  entered  on  the  books  of  the  corporation  at  a  value  In  excess  of  the  amount  of  cash 

paid  therefor  or  the  actual  cash  value  of  the  tanjdb.e  property  paid  therefor? _  If  so.  submit  a 

statement  shearing  (a)  ki\d  of  property,  (6)  amount  of  cash  paid  therefor,  (c)  actual  cash  value  of  other  tangible 
proper./  paid  therefor,  '<f)  how  that  value  eras  determined,  (>)  vali<e  at  which  the  property  is  entered  on  the 
books  of  the  corporation,  and  (/)  exen"  of  (r)  over  (6)  or  (e).  Thlsexress  must  In  entered  as  Item  4,  Schedule  G, 
for  the  taxable  period. 

GO.  Has  adequate  provision  been  made  In  the  accounts  of  the  oompeny  for  («)  losses  of  every 

kind? _ _  ffi)  depreciation? _ ,  (e)  obsolescence? - -  (rf)  depletion  of 

mineral  deposits,  timber  supplies,  and  the  like?  ... _ _ ... . 

If  adequate  charge  has  not  been  made  for  depredation,  depletion,  obeoleaoenee.  and  other  losses,  and  the 
value  of  the  property  has  not  been  maintained  by  replacements  that  have  been  charged  to  expense,  proper 
additional  chargee  therefor  must  be  computed  for  ell  years  In  which  they  erere  not  made  on  the  book,,  and  tha 
total  amount  of  such  charges  must  be  entered  as  Item  5.  Schedule  G. 

<38.  Did  the  corporation  ever  receive  a  stock  dividend  on  stock  owned  in  another  corporation?  — _ 

If  the  answer  Is  "yea,"  state  In  detail  for  each  stock  dividend  received,  (a)  date  reoeived,  (8)  from  whom 
received,  (e)  number  of  shares  received,  (f)  par  value  of  shares  received,  (<)  value  at  which  entered  on  Its 
books  of  account,  (/)  whether  or  not  surplus  was  Increased  by  this  value.  If  answer  Is  "y*s,"  enter  the  amount 
by  which  surplus  was  Increased  as  Item  8,  Schedule  0.  If  answer  Is  "no, "  state  the  account  in  which  It  was 
included,  (a)  date  of  sale  of  any  of  the  shares  of  stock  reoeived  as  a  stock  dividend,  (A)  number  of  shares  sold, 
(0  amount  reoeived  therefor. 

X ore— If  answers  to  the  foregoing  questions  Indicate  that  stock  dividends  received  st  any  time  have  been 
treated  as  an  Increase  of  surplus,  sad  such  Increase  is  reflected  in  the  computation  of  invested  capital  In 
returns  for  any  or  all  of  the  taxablo  periods  1917, 1918,  and  1919,  amended  returns  should  be  tiled  for  such  tax¬ 
able  period  or  periods  in  which  this  error  occurred. 


Item. 

Amount. 

I.  Valuation  of  patents,  copyrights,  secret  processes,  or  formula-,  good  will. 

*_  _  __  _  , 

2.  Valuation  of  assets  acquired  In  reorganization.' . .  .... _ _ _ _ 

*004*3*5 ttmi  sal  TwenniP  TflvfiS  .  . 

12,383*60 

5.  Depredation,  depletion,  and  . 

li 107,67 . 

C.  Stock  dividend  on  stock  held  in  another  corporation . . . . 

7.  Totai,  Deduction . . . . . 

’25.881^7 

SCHEDULE  H.— CHANGES  IN  INVESTED  CAPITAL  DURING  TAXABLE  PERIOD. 


FI.  If  an  addition  to  invested  capital  is  claimed  In  Item  1,  Schedule  F,  submit  a  statement  showing 
,.)  the  kind  of  property,  (8)  the  year  In  which  It  wp*  paid  In,  (c)  from  whom  acquired,  explaining  his  relation¬ 
ship  to  the  corporation,  (d)  the  actual  cash  value  of  snch  property  at  the  date  when  paid  In,  (r)  the  par  value  of 
stock  or  shares  issued  therefor  and  the  amount  at  which  such  property  was  entered  Is  the  accounts,  (f)  the  basis 
upon  which  the  actual  cash  value  of  the  property  was  determined  and  the  date  when  such  determination  eras 
made,  and  (a)  the  amount  of  depredation  sustained  on  such  property  from  the  date  of  acquisition  to  the  beriming 
of  the  taxable  period. 

FZ.  If  an  addition  to  Invested  capital  Is  claimed  In  Item  2,  Schedule  F,  submit  a  statement  showing 
(a)  the  kind  of  property,  (8)  the  year  In  which  It  was  acquired,  (c)  Its  cost,  (<f)  the  amount  of  depredation  sus¬ 
tained  on  such  property  from  the  date  of  acquisition  to  the  beghuung  of  the  taxable  period.  State  also  whether 
each  Item  sought  to  be  restored  was  actually  used  or  usable  at  the  beginning  of  the  taxable  period.  Were  these 
expenditures,  when  made,  written  of?  In  Uen  of  depreciation?  -  If  so,  explain  what  adjustments 

have  been  made  to  provide  for  depredation  in  view  of  the  proposed  restoration  to  surplus.  Additions  In  this 
Item  are  rumnlatlve  to  the  beginning  of  the  taxable  period.  For  all  additions  hereunder  provision  must  he 
made  lor  depreciation  to  the  beginning  of  tbs  taxable  period. 

F3.  If  any  addition  to  Invested  capital  Is  claimed  In  Item  3,  Schedule  >  ,  state  ipeafkeaDy  the  amount  o t 
depredation  written  oC  each  year  In  tbe  hooks  of  the  company  and  tha  fimmjnt  allowed  as  a  deduction  In  com¬ 
puting  net  Income.  Additions  to  this  Item  are  cumulative  to  the  beglMdag  of  the  taxable  period. 


Item. 

Amount. 

1.  Actual  cash  value  of  tangible  property  clearly  and  substantially  In  excess  of 
par  value  of  stock  Issued  therefor  or  of  the  cash  or  other  consideration  paid 
therefor  (Articles  S3C and  837^  -  _ _ 

* _  ---  _ 

Additions  to  surplus  (Articles  *40  to  843) _ : _ _ 

Depreciation  or  depletion  charred  In  the  accounts  of  the  corporation  but 
disallowed  by  the  Department  as  a  deduction  cn  Income  tax  returns . 

Tovar... _ _ _ .... _ _ 

SCHEDULE  G — ADJUSTMENTS  BY  WAY  OF  DEDUCTIONS. 

GL  Is  any  patent,  copyright,  secret  process,  or  formula,  good  will,  trade-gxark,  trade  brand,  franchise,  or 

other  similar  intangible  property,  paid  In  for  stock,  carried  as  an  asset  by  the  corporation?. - If 

not  entered  specifically  as  such.  Is  the  Intangible  value  merged  under  any  other  title  or  tttlee  on  the  books  or 

balance  sheets  submitted  with  this  return? - Is  It  entered  on  tbe  hooks  at  a  value  in  excess  of  Its 

actual  cash  value  when  paid  in? - In  excess  of  the  par  value  of  the  stock  Issued  therefor? - 

Is  the  sggregste  of  such  assets  acquired  prior  to  March  3. 1917,  entered  on  the  books  at  a  value  in  excees  of  25  per 

cent  of  tbt  par  value  of  the  stock  outstanding  on  March  3, 1917? _ Is  the  aggregate  of  such  assets 

entered  on  the  books  at  a  value  In  excereof  35  per  cent  of  the  per  value  of  the  stock  outstanding  at  the  beginning 
of  the  taxable  period? _ s _ 

If  the  answer  to  any  of  use  foregoing  questions  Is  "yea,"  submit  a  statement  showing  separately  with  respect 
to  such  assets  acquired  (1)  before  March  3, 1917,  and  (2)  on  or  after  that  date,  (•)  date  of  acquisition;  (8)  cash 
value  at  that  date,  with  a  complete  explanation  of  the  basis  upon  which  such  cash  value  was  determined; 
(c)  par  value  of  tbe  stock  Issued  therefor;  (d)  par  value  of  total  stock  outstanding  March  3, 1917;  (r)  par  value 
of  total  stock  outstanding  at  the  beginning  of  the  taxable  period;  (/)  tbe  value  et  which  such  assets  are  entered 
on  the  books  of  the  corporation. 

If  all  the  Intangibles  were  acquired  betora  March  3, 1917,  the  amount  by  which  (J)  exceeds  (8),  (c),  25  per 
cent  of  (O,  or  25  per  rent  of  (r ),  whichever  is  lowest,  must  he  entered  as  Item  1 ,  Schedule  G ,  for  the  taxable  period. 

It  the  Intangibles  were  acquired  on  or  after  March  3, 1917,  the  amount  by  which  the  entry  In  (/)  relating  to 
such  Intangibles  exceeds  (8)  or  (c)  relating  thereto,  or  25  per  rent  of  (e),  whichever  is  lowest,  must  be  Included 
hi  Item  1,  Schednle  G,  for  the  taxable  period:  FrorkW,  That  If  Intangible  were  acquired  before  March  3, 1917, 
and  also  on  or  alter  that  date,  deduction  Shall  be  made  so  that  the  amount  Included  In  Invested  capttaltor  the 
aggregate  ol  in  tanelnlre  shall  not  exceed  25  per  cent  of  tbe  per value  of  tbe  total  stock  outstanding  et  the  beginning 
of  the  taxable  period. 

Now.— If  tbe  stock  of  the  corporation  was  laued  at  a  nominal  value  cr  without  par  value,  for  the  purpose 
~f*vt  rrmpTrTi*lrr  rmrlrrlfam  1  fhaparTetnoitienhriilciriiiiiiil  tribe  the  feirmerVet  Tsliaasnftlailetiin  iTstiis 
of  Issue.  The  aggregate  value  so  determined  of  stock  outstanding  on  March  3, 1917,  or  at  the  beginning  of  the 
t,T*hU  pfrtnd,  «h«lt  he  N— t*  Ow  computation 

G2.  Ia  any  tangible  property,  paid  In  tor  stock,  carried  as  an  areet  by  the  corporation?  ----  - 

If  ao.  Is  It  entered  on  tbe  books  at  a  value  tneoceea  of  Its  aetual  cash  value  wbmnretved? _  In 

axoess  of  tha  per  vaho*  of  tha  stock  paid  therefor? _ 

If  tha  answer  to  cither  of  tha  last  two  questions  Is  "yea,  "submit  a  statement  showing  (a)  kind  of  property, 
(8)  when  acquired,  (e)  par  value  of  the  stock  paid  therefor,  (d)  actual  cash  value  of  the  property  whan  paid  In. 
(e)  tha  basis  oc  which  that  valoa  was  determined,  (/)  value  at  which  tha  property  is  entered  on  tha  corporation's 
books,  and  (f)  amount  by  which  such  valua  exceeds  tha  allowable  vmtae  under  Section  236(a)  (2)  of  tha  Revenue 
Act  of  1918.  Enter  this  amount  cs  Item  2,  Schedule  G,  for  the  taxable  period. 

G3.  Was  the  business  rrinoorporated,  reorganized,  or  ooswolidsted  or  waslts  ownership  ebangad  or  was  th«w 

a  change  in  ownership  of  property  sftsr  March  j,  1917? _ If  so,  srewer  tbe  following  questions: 

(s)  Did  an  Interest  of  50  p«  center  more  In  tbe  business  or  la  tbe  property  which  changed  owuenhlpresMin 

In  the  control  of  the  same  persons,  corporations,  anodatiocs,  or  partnerships,  or  of  any  of  tham? _ _ 

(8)  Were  any  of  the  asaefa  entered  cn  tha  bodaof  the 
oc  the  books  oflts  predecessor? _  -* 

(e)  If  such  previous  owner  wa*  not  a  corporation,  attach  a  statement  showing  (1)  the  coat  of  acqubtUon  to 
^  .. - i — ■  p>t1rpm^|tTnTa»iheiinn(nt tn that  ilstufts  Uittii  ns  nt 

or  development  not  deducted  as  expense  or  otherwise  since  March  1,1913,  by  such  previous  ownv,  (3)  tbe  allow- 

anoe  for  depreciation,  depletion,  or  impairment  since  the  datq.ofaequlsltkn  by  rech  previous  owner. 

W  If  all,  or  substantially  all.  of  the  property  was  acquired  from  a  ccrpremttai  during  the  taxable  perkid, 
attach  hereto  balance  sheets  of  such  pro^erewor  corporations  asst  the  beginning  o<  tbe  taxabiopsiod  and  as  at  t!» 

date  Immediately  prior  to  the  transfer  of  th*  property  to  tha  corporation  making  tha  return,  and  abo  a  bak.no* 
sheet  or  statement  of  the  corporation  making  this  return  showing  the  values  at  which  rtedvti 

or  transferred  were  entered  on  tbe  books. 

For  tbe  purpose  ol  determining  lnvwtod  capltaleach  asset  so  transferred  shall  not  be  allowed  a  greater  value 
than  would  have  hern  allowed  to  the  previous  owner,  IX  a  corporation;  or,lf  net  a  corporation. at  Its  cost  to 
such  previous  owner,  with  proper  adjustments  1 losses  and  improvements. 


( 


li.  Changes  In  invm.ed  capital  during  tli*  taxable  i-eriod  ordinarily  arise  ir.  one  or  more  of  the  following 

ways; 

Additions—  * 

(a)  By  sale  of  capital  stock  for  cash  or  by  the  l>rue  of  capital  stock  lor  tangible  or  other  asset1. 

i  (6)  By  payment  of  assessments  by  stockholders  or  by  creation  of  paid-in  surplus  by  contribution  of 
stockholders. 

Deductions— 

1  (c)  By  liquidation  of  part  of  the  capital  by  retirement  of  stock  or  by  purchase  ol  treasury  stock  not 
out  of  current  earnings. 

(tf)  By  payment  of  cash  dividends  out  of  earning  of  prior  years. 

1  (<)  By  payment  of  Federal  income  and  profits  taxes  for  previous  years. 

The  changes  with  respect  to  taxes  win  occur  In  nearly  every  case.  Should  no  changes  be  noted,  th->  reason 
for  the  omission  should  he  stated. 

2.  The  following  instructions  should  be  followed  In  making  the  above  adjwstments;  each  Kern  should  be 

as  an  addition  or  deduction,  deduction  being  designated  by  red  Ink: 

(«)  If  stock  is  issued  for  cash,  the  actual  rash  received  (hot  not  tbe  amount  of  discount)  should  !»  entered 
tn  this  schedule.  Assets  (other  than  cash)  paidm  for  stock  must  tie  valued  in  accordance  with  Section  *2Wa)  (2) 
of  tbe  Revenue  .Vet  of  1918. 

(«)  If  capital  stock  of  the  corporation  is  reacquired  but  not  paid  for  out  of  current  profits,  the  cost  cf  such 
stock  should  be  deducted  from  inverted  capital. 

(if)  Report  dividends  paid  out  of  profits  of  prior  years  but  not  dividends  paid  out  of  pruflta  of  the  taxable 
period.  Any  distribution  made  during  the  first  00  days  of  tbe  taxable  period  shall  be  deemed  to  have  been  made 
from  earnings  or  profits  accumulated  during  the  preceding  taxable  period;  but  any  distribution  made  during  the 
remainder  of  the  taxable  period  shall  be  deemed  to  have  been  mado  from  tbe  profits  for  that  period  to  the  extent 
that  inch  profits  arc  sufficient .  (See  Articles  S37  and  1540,  Regulations  45.) 

(e)  The  amount  of  Federal  inoomo  and  profits  taxes  payable  should  be  prorated  and  deducted  as  of  the 
date  s  when  due  and  payable  whether  reserves  have  been  set  up  on  tbe  books  or  not.  (See  Article  S45. ) 

Tha  average  adjusted  deduction  to  be  entered  In  column  7  equals  total  Income  and  profits  tax  multiplied 
by  0.4214. 

3.  The  data  called  for  In  columns  1  to  5  should  be  given  for  all  transactions,  except  that  columns  3  and  4 
are  applicable  on!  y  to  the  issue  or  rcaoqulsttlon  of  the  corporation's  stock. 

4.  Inoohimn  ft  enter  the  number  of  days  remaining  in  the  taxable  period  (including  the  da:*  of  change). 

5.  The  net  changes  not  reported  in  Schedule  L,  If  not  in  accordance  with  the  increases  or  decreases  reflected 
In  the  balance  sheets,  should  be  fully  reconciled  therewith. 


1.  N  ature  or  additions  J 
sad  deductions. 


Date. 


1 3.  Number 
of  shares 
sold  or  re¬ 
acquired. 


4.  Iffor 
cash,  state 
price  per 
share. 


5.  Amount  of  cash 
or  cash  value 
actually  reoeived 
or  paid  out. 


«. 


|  7.  Adjusted  average. 

(CtAnmm  tXCo»*— i  «\ 
I  \TJo7  Say*  ia  taxable  / 
perWd. 


effective,  i 


SCHEDULE  J.— INADMISSIBLE  ASSETS. 

fTaa  the  corporation  any  Inadmissible  assets  (1.  a.,  stocks,  bonds,  and  other  obligations,  except  obligations 
of  the  United  States,  the  income  from  which  Is  net  taxable)?  - - 

If  so,  attach  hereto  a  statement  showing  for  the  taxable  period  tbe  facts  called  for  In  Items  (a)  to  (J)  of  this 

schedule. 

if  the  Income  Iran  such  aaets  consist*  In  pert  of  gain  or  profit  from  the  sale  or  other  disposition  thereof,  or 
If  slice  prat  of tha  Interest  derived  from  such  assets  Is  In  affect  lpctadad  in  tha.nst  Income  because  of  the  limitation 
cm  the  deduction  of  Interest  under  Section  234(a)(2)  of  the  Revenue  Act  of  1918,  then  a  corresponding  part  of 
th+Vwpftwi  1m  foil  1-  awch  a**an  l«  dawnad  an  admissible  asset.  In  such  cage  ret  forth  In  detail — 

(a)  the  various  n~f«  0(  income  derived  from  such  assets  and  the  computation  of  the  part  of  the  capital 
Invested  thereto,  which  is  «leemed  an  admistfble  asset. 

For  tha  purpose  of  this  schedule  Inadmissible  assets  shall  bo  valued  at  cost  of  acquisition,  except  that  If  the 
ecrpecmtkmlsadeeisr  Insecurities  and  Inventories  such  aasetslnaccordanoe  with  Article  1585.  Regulations  45,  such 

inventory  figure  shall  constitute  the  measure  of  value-  Admissible  assets  shall  be  valued  as  provided  in  Sections 
228,220,  and  331  o<  tbe  Revenue  Act  of  1918  sod  Artlcias  S31-860, 931-034,  and  941  of  Regulations  45.  The  average 
— ♦  «tTa*n*«  *t~4  hfM  Anring  any  year  may  ordinarily  be  determined  br  dividing  hr  2  the  sum  of 

*  MMtih»H-*,v-*«f4"ninroftS«  taxable  parted and  the  amount  held  at  the  end  of  the  taxable 
pH-wt  In  aoch  ores  tbe  amount  of  admissible  assets  may  best  be  determined  from  (1)  the  balance  sheet  as  at  tbe 
begtunb*  of  the  period  odjumd  with  respect  to  the  Items  In  Schedules  F  and  O  and  (2)  tbe  balance  sheet  us  at 
ttm  ml  -f»— p— wf  WM**»pnnATngiy  abated.  But  If  at  any  time  during  the  taxable  period  asubstantlalchange 
h»  •rev—  m  the  r of  such  assets,  the  average  amount  must  l>e  determined  as  provided  in  Article 
ITTT  iif  TTagiilsTm  11  ~  In  such  case  show  In  detail— 

(8)  The  computation  of  such  amount; 

\c)  Amount  of  Inadmissible  assets  held  at  beginning  ol  the  taxable  period; 

(d)  Amount  of  Inadmissible  assets  held  stand  of  taxable  period; 

(c)  Average  amount  of  inadmissible  assets  held  during  taxable  period; 

(/)  Amount  of  admlsrible  assets  held  at  beginning  of  taxable  period; 

(a)  Amount  of  admissible  assets  held  at  tbe  end  of  taxable  period; 

(l)  Average  azuoupt  of  admissible  asset*  held  daring  taxable  period; 

(0  8um  of  (O  plus  (A); 

0)  Percentage  which  («)  Is  of  (f ). 

This  percentage  ())  should  be  applied  to  the  amount  appearing  oo  line  7,  Schedule  B,  In  order  to  ->btaln  the 
deduction  or  nwat  ofinadmUslble  assets,  which  should  be  entered  online  8,  Schedule  B.  j— torn 
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SCHEDULE  L.— RECONCILIATION  OF  NET  INCOME  AND  ANALYSIS  OF  CHANGES  IN  SURPLUS. 


1.  Net  income  from  Schedule  A,  Item  27 - - - 

2.  Nontaxable  Income: 

(a)  Interest  on  obligations  of  the  United  States  and  Its  possessions 
wholly  exempt ,  — -,T - - - — 

5 

j 

Jih*! 

Z+r 

12.  Unallowable  ■lednctfops- 

f 

XX 

^T|  | 

(6)  Inoome  and"  profits  taxes  paid  to  the  United  States,  1U  pee- 
Mtlcos,  or  foreign  countries ..  _  .  ...  .... 

■ 

— 

— 1- 

(c)  Special  improvement  taxes  tending  to  Increase  the  value  of  the 

divisions  thereof  ....... ...  _ — - — — 

(e)  Interest  on  Farm  Loan  Beads  Issued  under  Federal  Farm  Loan 

(i)  Dividends  on  stock*  of  domestic  corporations  and  from  torrijm 
corporations  taxable  by  the  United  States  on  their  net 

(4)  Stated  county,  and  municipal  taxes  paid  by  banks,  and  ocher 
based  ou  the  value  of  their  capital  stock _ 

(r)  Furniture  and  fixtures,  additions,  or  betterment*  treated  as 

( f )  Replacement  and  renewals  ..... — — — — —  . — 

(*)  Dividends  ou stock  ofporsanal  service  corporations  out  of  earn- 

Grj  Insurance  premiums  paid  on  the  life  of  any  officer  or  employee 

for  thit  hr  TV*  At  Af  that  MtfTvnHfin  aw  bdiiflMS 

CO  Profits  which  arc  derived  from  the  sale  of  veosels  and  which  are 
exempt  under  Section  23  of  the  Merchant  Marino  Act  of  1920 — 
(?)  Other  items  of  nontaxablo  Income  (to  be  detailed): 

m  Amort  1  ui  1  two  TAaoahnlA  ^ 

— 

— 

CrAt 

(*)  Interest  on  indebtedness  incurred  or  costumed  to  purchase  or 
carry  securities  (other  than  obligations  01  the  United  States 
Issued  after  September  24. 1917),  the  interest  upon  which  is 
wholly  exempt  from  taxation . .  .......... 

.  *  i 

(<)  Additions  to  sinking  fund  reserve,  and  reserves  ter.  bad  debts 
and  other  contingencies  (to  be  detailed): 

I 

! 

-Piff^xwnc# 

av- 

22- 

VOt 

■M 

-iwe 

1 

. 

.  _  _ 

rx\ 

(/)  Other  unallowable  deductions  (to  be  detailed): 

(l) _  _ _  _ 

_ 

("5 

_ 

4.  Total  of  Items  1  to  3,  Inclusive...  _  .  _ 

* 

.&2C. 

5|a~ 

y- 

.  (3) . . . 

5  Total  from  Itetn  13  . ... ..........  T _  _ 

8.  Net  profit  for  year  as  shown  by  books,  before  any  adjustments  are 

made  the  rain  (item  4  minus  Item  5)  .* -  -  - 

7.  Surplus  and  undivided  profits  as  shown  by  balanoe  sheet  at  close  of 
prmmlinf  t* T*hl*  period _ ....  _ 

z5_ 

1  13.  Total  eg  Item  12 _ _ _ _ _ 

14.  Dlvidsoda  paid  dating  the  taxable  period  (state  whether  paid  In  cash, 
■took  of  this  company,  or  other  property): 

(a)  Data  paid  .  _  _  Character _ 

$ - 

$ . . 

4*- 

klk 

yqU 

;”SW" 

$ . 

S.  Other  credits  to  surplus  (to  be  detailed): 

HP 

(8)  Date  paid  ...  Character. . . ,  .  ... 

(e)  Date  paid . .  Character . . . 

z _ 

_ 

| 

(d)  Date  paid _  lAlDOFtiutlQB . 

13.  Other  debits  to  surplus  (to  be  detailed): 

Tndwwa  Vavne  w»4  4  1Q2M 

— 

-IZ- 

—22— 

IP 

30- 

9.  Total  of  Items  0  to  8,  inclusive _ _ _ _ _ _ 

10.  Total  from  Item  16 . 

?  -2- 

00> 

208  oy 

^-ferritori^-Ixioonr^hncea — 2020 — 
w  -tendWrlAl  -Zooobm Tmh - Mened-- 

— 

i  r" 

s 

£ 

11.  Surplus  and  undivided  profits  as  shown  by  balance  shoot  at  close  of 
taxable  period  (Itom  9  minus  Item  10) . . . . 

yl  'H 

16.  Total  ofltems  14  and  13  ...WlJlOt.jlj-.lTtfOs . 

$. - 

49V  sea 

r**- 

SCHEDULES  SUPPORTING  SCHEDULE  A. 


The  following  schedules  musi  be  furnished,  and  those  prepared  on  separate  sheets  should  be  firmly  attached  to  this  return.  Enter  name  and  address  of  corporation  on  each  sheet. 


fig 


SCHEDULE  A2:  COST  OF  GOODS  SOLD.  EXCLUSIVE  OF  EXPENSES,  REPAIRS,  AND  OTHER 
ITEMS  CALLED  FOX  SEPARATELY. 

If  engaged  In  a  trade  or  business  Is  which  the  production,  purchase.  or  sale  of  merchandise  of  any  kind 
Is  as  i  neome-producing  factor,  (a)  secure  from  the  Collector  of  Internal  Revenue  and  file  as  a  part  of  this 
return.  Certificate  of  Inventory.  Form  1126,  *od  (6)  fillln  the  following  schedule,  entering  on  line*  3  and  8,  Immedi¬ 
ately  before  the  amount  column,  the  letters  “C,  or  “C  or  X,"  to  Indicate  that  Inventories  are  vetoed  at  either 
oust,  or  cost  or  market,  whichever  Is  lower. 

(1)  Merchandise  bought  tor  sale _ _ _ _ .....  $ - - -  - 

(2)  Cost  of  manufacturing  or  otherwise  producing  goods.  (Submit  schedule 

showing  principal  items  of  cost,  the  minor  items  being  grouped  In  one 

amount) . . . . . . . . . . . 


(3)  Plus  Inventory  at  beginning  of  year _ 

(4)  Total - 

(5)  Less  Inventory  at  end  of  year . . 

(6)  Cost  of  goods  sold - - 


SCHEDULE  A3:  GROSS  INCOME  FROM  OPERATIONS  OTHER  THAN  TRADING  OR  MANU¬ 
FACTURING. 

Submit  a  schedule  showing  the  nature  and  amount  of  the  principal  Items  Included  herein,  the  minor  Items 
being  grouped  In  one  amount.  (For  Insurance  crmpenles  see  page  2  of  Instructions,  paragraphs  2  and  3.) 


SCHEDULE  A4:  TAXABLE  INTEREST  ON  OBLIGATIONS  OF  THE  UNITED  STATES  AND  WAR 
FINANCE  CORPORATION  BONDS. 

If  interest  was  derived  during  the  taxable  period  from  Liberty  Bonds  or  other  obligations  of  the  United 
States  Issued  since  September  1,  1917  (except  Victory  Liberty  Loan  3}%  Notes),  or  War  Finance  Corporation 
Bonds,  secure  from  the  Collector  and  file  as  a  port  of  this  return  Schedule  of  Taxable  Interest  on  Liberty  Bonds, 
Form  1125. 

State  the  amount  of  Victory  liberty  Loan  3{%  and  tj%  Votes  originally  subscribed  tor  and  still  owned 

at  the  date  of  filing  this  return,  S _ _ _ _ 

State  the  amount  of  Fourth  Liberty  Loon  4J%  Bondsoriglnally  subscribed  for  and  still  owned  at  the  date  of 

filing  this  return,  $ _ _ _ 

If  this  is  a  consolidated  return,  file  Form  1123,  and  answer  the  above  questions  tor  each  of  the  corporations 
composing  the  affiliated  group  which  owned  during  the  taxable  period  taxable  obligations  of  the  United  States 
and  War  Finance  Corporation  Bonds,  as  each  affiliated  corporation  is  entitled  to  the  exemptions. 

SCHEDULE  A3:  TAXABLE  INTEREST  FROM  ALL  OTHER  SOURCES. 

Submit  a  schedule  showing  the  source,  nature,  end  amount  of  the  principal  Items  included  hanfn,  the  minor 
items  being  grouped  in  one  amount. 

(X)  Hava  you  Included  In  this  Item  any  interest  on  preferred  stock? _ If  so,  how  much? 


(2)  Hare  you  included  in  this  Item  any  Federal  Income  tax  paid  at  i 


•  In  pnrmanoaof  tax-free  covenant 


bonds? _  If  so,  how  much?  t _ _ _ 

For  interest  on  (Qninkhcmtesubmitaachsduleshowinc  (<t)  name  of  country,  (8)  kind  of  oWfgatians  ( whether 
national.  State,  municipal,  or  corporate),  (c)  amount  of  principal,  and  (<t)  amount  ofintevest. 

SCHEDULE  A9:  DIVIDENDS  ON  STOCK  OF  FOREIGN  CORPORATIONS. 

Submit  a  schedule  showing  (1  >  with  respect  to  each  foreign  corporation  taxable  by  the  United  States  on 
its  net  Income,  (<t)  a- me  of  corporation,  (8)  country  in  which  organized,  (e)  total  par  value  of  stock  owned,  and 
(d)  amount  of  dUqpends:  (2)  same  information  with  respect  to  each  foreiim  corporation  not  taxable  by  the 
United  states  on  Its  net  income. 

SCHEDULE  AID!  CROSS  INCOME  TR&M  ALL  OTHER  SOURCES  (net  Including  any  amount  with 
respect  to  sole  of  capital  assets  or  mlaceDonoous  Investments). 


Submit  a  schedule  showing  the  source,  nature,  and  amount  of  the  principal  Items  Included  herein,  the  minor 
Items  being  grouped  la  one  amount.  The  total  of  the  schedule  should  be  entered  us  Item  10,  Schedule  A. 

SCHEDULE  A12:  ORDINARY  AND  NECESSARY  EXPENSES  (except  amounts  called  lor  separately  fa 
Schedule  A). 

Submit  a  statement  showing  character  and  amount  of  the  principal  Items  included  herein,  the  minor  items 
being  grouped  In  one  amount.  (For  schedule*  to  be  submitted  by  Insurance  companies  seepage  2  of  Instruc¬ 
tions,  paragraphs  t  to  7. ) 

SCHEDULE  A13:  COMPENSATION  OF  OFFICERS. 

Submit  a  schedule  showing  for  each  olflcer  (1)  name,  (2)  duties,  (3)  time  devoted  to  such  dntles,(4)  shares  of 
stock  owned  or  cmletW:  <•>  preferred,  (t)  common;  (A)  total  compm*»tum  for  the  taxable  period, and  (C) 
amount  ol.and  reason  lor  Increase,  II any,  over  preceding  period. 

Submit  a  schedule  showing  for  each  employee  (if  a  stockholder  of  the  corporation),  whose  compensation 
is  at  the  rate  ol  33,00b  or  more  per  annum,  (sets  similar  to  these  called  for  Is  respect  to  officers.  • 

SCHEDULE  Alt:  REPAIRS  (Indodlng  labor,  supplies,  overhead,  and  other  Items  properly  chargeable  to 
repairs). 

Submit  a  schedule  showing  the  nature  and  amount  of  tho  principal  Items  Included  herein,  the  ™tnnr  Items 
being  grouped  In  one  amount.  (For  classification  of  repairs  see  page  2  of  Instructions,  paragraph  8.) 

SCHEDULE  A16:  TAXES. 

Submit  a  schedule  showing  separately  for  each  class  of  taxes  deducted,  (a)  character,  and  (b)  amount. 
Fcdcnl  Income  and  profits  taxes,  taxes  which  ora  a  credit  under  Section  238,  taxes  assessed  against  local 
benefits  of  a  kind  tending  to  Increase  the  value  of  the  property  assessed,  and  State,  county,  and  municipal  taxes 
paid  by  hanks  and  other  corporations  based  on  the  value  of  their  capital  stock  are  not  allowable  deductions  in 
computing  taxable  Income  of  such  corporations.  (See  Article  SCO,  Regulation s  ts,  and  Section  234(a)(3)  of  the 
Revenue  Act  of  1918. 


SCdftDULfc  A17:  DEBTS  ASCERTAINED  TO  BE  WORTHLESS  AND  CHARGED  OFF  WITHIN 
TAXABLE  PERIOD. 

Submit  a  schedule  shewing  the  amount  (a)  arising  from  sales,  or  aczwoe  previocaJy  reported  os  inoome; 
(8)  arising  bom  Other  sources  (interest,  rent,  royalties,  etc.)  previously  reported  as  income;  (c)  arising  from 
sources  other  than  those  specified  above  (to  be  Itemized).  (See  Article  In,  Regulations  48.) 


SCHEDULE  All:  EXHAUSTION.  WEAR  AND  TEAR  ( indodlng  nbmlseranca). 

If  a  deduction  la  made  on  account  of  depredation,  the  following  schedule  mot  he  filled  in,  and  the  total 
amount  claimed  therein  should  correspond  with  the  figures  reflected  In  the  Balance  sheet.  Lead  values  most 
not  be  included  in  this  schedule.  (See  pege  2  of  Instructions,  paragraph  10,  and  Aitidsa  181  to  171,  Regu¬ 
lations  48.) 


Kind  of  property. 
(U  baUdmga,  state 
the  mafarial  of 
which  constructed.) 

Date 

acquired. 

.'S. 

acquired. 

Cost,  or  1 1 
acquired  prior 
to  Mar.  1 . 191 3. the 
fair  market  value 
on  that  date. 

Probable 
life  after 
acquire¬ 
ment. 

Amount  of  depredation  charged  off. 

This  year. 

Pterions  years. 

, 

X _ - 

_ 

Total 

3 _ _ _ 

_  _ 

3 _ _ 

L. . 

NoTr.— If  obeolsscsnc*  Is  a  factor  In  determining  your  deduction  attach  a  statement  showing  the  am 
claimed  lor  the  taxable  peeled  and  the  bests  on  which  computed. 

SCHEDULE  A19:  DEPLETION. 

If  a  deduction  is  claimed  on  sccou  nt  of  depletion,  secure  from  the  coQsotor  Form  D  (minerals) ,  Form  E  (coal X 
Torn  F  (miscellaneous  noumetals),  Form  O  (oil  and  gas),  or  Foftn  T  (timbor),  fillln  and  Ilia  with  muni.  If 
complete  valuation  data  has  been  filed  with  questionnaire  In  previous  years,  then  file  with  this  return  informa¬ 
tion  oeceesary  to  bring  your  depletion  schedule  up  to  date,  setting  forth  in  fail  statement  of  all  transactions  bear¬ 
ing  on  deductions  or  additions  to  value  of  physical  assets  with  explanation  of  how  depletion  deduction  tor  tax¬ 
able  period  has  beeu  determined.  In  com  of  timber  this  should  be  done  by  filling  In  Form  T  (timber). 

SCHEDULE  AS:  PROFIT  OR  LOSS  ON  SALES  OF  CAPITAL  ASSETS  AND  MISCELLANEOUS 
INVESTMENTS  Ondedhic  liquidating  dMdendi). 

In  case  of  dlspooa]  of  property,  resulting  In  a  profit  or  loos,  the  following  schednle  most  be  BBed  in,  using 


1.  Kind  of  pmpwty. 

2.  Data 
acquired. 

X  Aga 
when 

acquired. 

4.  Cost,  or  1) 
acquired  prior 
to  Mar.  1,19 13,  the 
fair  market  value 
on  that  date. 

X  Cost  of 
subsequent 
Improve- 
menu,  lranv. 

ft.  Dopwcb- 
lion. 

7.  Sale  price  or 
dividends. 

1 _ _ 

i . 

X . 

. 

■«-— tea 

_ « _ 

Total - 

X . 

X . -— 

X . 

X . 

Net  profit  or  loss  (total  of  columns  C  and  7  minus  total  of  oolamns  4  and  8),  3 — - — - - 

State  what  amount,  if  any,  included  in  column  4,  represents  good  will ..  S . . 


If  any  of  the  assets  were  acquired  prior  to  March  1,1913,  state  how  the  fair  market  value  on  that  dote  was 

determined  ■■■■:■■■  ,  .  ..w-t—— - . . 

In  cam  of  exchange  of  property,  submit  evidence  substantiating  the  basis  used  in  arriving  at  the  market 

value  of  property  received _ — - 

SCHEDULE  A»:  LOSSES  SUSTAINED  DURING  THE  TAXABLE  PERIOD  AND  NOT  COM¬ 
PENSATED  FOR  BY  INSURANCE  OR  OTHERWISE. 


A  schedule  similar  to  the  one  requested  above  should  be  submitted  with  respect  to  tomes  of  property  arte- 
mg  from  fires,  storms,  shipwreck,  or  other  casualty,  or  from  theft,  and  not  compensated  for  by  lnwanrn  or 
otherwise,  *xo»pt  that  ootamnT shoald  show  “Insurance  and  salvage"  Instead  of  “Hale  price  or  liquidating 
dividends.*' 

SCHEDULE  A28:  AMORTIZATION  OF  WAR  FACILITIES. 

The  amount  claimed  as  a  deduction  under  this  item  should  be  substantiated  byacbednle  prepared  In  accord* 
arree  with  Section  214(a)  9,  Revenue  Act  ol  191%  Articles  l«  to  188,  inclusive,  ol  Regulations  48. 

DISCOUNT  AND  PREMIUM  ON  BONDS  SOLD. 

Then  must  be  attached  to  the  return  a  schedule  showing  in  detail  each  isme  andntie  of  bonds  of  the 
reporting  corporation  giving  the  following  Information;  (e)  Class;  (t)  date  of  sale;  (c)  maturity;  (d)  amount  sold; 

(c)  amount  rcslt/ed:  (/ 1  premium  or  discount  per  annum.  _ . .  .  ,  ... 

That  proportion  of  toe  premium  or  discount  applicable  to  the  return  period  must  be  reported  either  saltern 
10  or  15,  Schedule  a,  pege  Rimless  the  amount  of  premiums  or  discount  has  been  reported  as  Income  or  allowed 
as  a  deduction  In  prior  years.  (Sea  Article  8*4,  Regulations  45.) 


We,  the  undersigned,  president  and  treasurer  of  the  corporation  for  which  this  return  is  made,  being  severally  duly  sworn,  each  for  himself  deposes  and  say’s  that  this  return, 
including  the  accompanying  schedules  and  statements,  has  been  examined  by  him  and  is,  to  the  oest  of  his  knowlodge  and  belief,  a  true  and  complete  return  made  in  good  faith,  for  the 
taxable  period  as  stated,  pursuant  to  tho  Revenue  Act  of  1918  and  the  Regulations  issued  under  authority  thereof. 


■Sworn  to  and  subscribed  before  me  this 


Ut _ 


day  of _ _ _  _ .jferflfe. _ _  1921. 


Seal  of  officer 
xcaklaf  affidavit.  : 


— . .(.Signed). _ JSa_Xo..J llixnr.  _ 

- - - - JfitaxxJBsfcUe _ 

(Official  capacity.) 


lot  Vice 

_ _ _ _ _ . . .... 


President. 

JWfmtrrr. 


i  -I, UTS 


LIHSEB  EXHIBIT  50.  15. 


TREASURY  DEPARTMENT 
WASHIBCTOE 


March  7,  1923. 

(Reoelved 
Ear.  22  j,  1923 
Ans’d _ _ _ ) 


Kek&h&  Sugar  Co. ,  Ltd., 
Kek&za ,  Kauai, 

Honolulu,  Hawaii. 

Sire:- 


Office  of 

Commissioner  of  Internal  Revenue* 
Address  reply  to 

Commissioner  of  Internal  Revenue. 

And  refer  to 

IT:SA:As 

JWS-12S99. 


A  reexamination  of  your  income  tax" returns  for 
the  years  1913  to  1918,  inclusive,  based  upon  brief  and  olaim 
submitted  by  your  corporation,  disfei osee  a  net  over assessment 
in  the  amount  of  $109,861.12  as  shown  In  detail  In  attached 
statement. 


The  overasseasments  shown  herein  will  be  made  the 
subject  of  certificates  of  overaeseseaent  which  will  reach 
you  in  due  course  through  the  office  of  the  Collector  of 
Internal  Revenue  for  your  district,  and  will  be  applied  by 
that  official  in  accordance  with  Section  252  of  the  Revenue 
Act  of  1921. 


In  accordance  with  provisions  of  Section  250  (d) 
of  the  Revenue  Act  of  1921,  you  are  granted  thirty  days  in 
which  to  file  an  appeal. 

Should  you  desire  to  waive  the  thirty-day  period 
allowed  for  an  appeal,  an  immediate  adjustment  of  the  case 
a ay  be  made. 


If  you  desire  to  have  your  case  closed  at  oooe 
and  will  so  state  in  a  letter  addressed  to  the  Commissioner 
and  bearing  the  symbols  IT:  SA: As— JWZ— 12699,  immediate  action 
will  be  taken. 


Respectfully, 

E.  W.  CHATTKRTO*, 
Deputy  Commissioner. 
By  (SgdV  8.  ALEXAH3ER, 
Sfed  of  iX  vision. 
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IT:3A:As 
JW2»— 13099  o 


sio 


3  /  0 


In  re:  Kekaha  Sugar  Co.  Ltd., 
Kekaha,  Kauai, 
Honolulu,  Havaii. 


Set  Income  as  reported  on 
original  return 
Add: 

Depreciation  charged  off 
Capital  assets  charged  to 
expense  (filling  swamp, 
cleaning  land} 

Bonus  adjustment 
Sinking  fund  adjustment 
Donations 


Total 

Less: 

Amortisation  of  assets 
(life  of  lease) 
Amortisation  of  leasehold 
Interest  paid  not  deducted 
on  original  return 

Adjusted  net  income, 
subject  to  tax 


$  90,178.57 
56,934.31 

2.400.00 


1#  Of  #112.953.55 

Original  Tax,  February* 

1914,  Page  5,  Line  30 
Additional  tax,  H.  A.  R. , 

January,  1917,  Page  3& 

Line  16 

Total  tax  assessed 

Tax  assessable 

Orerassessment 

6/6  of  #1,217.81,  amount  refundable 


£39.071.17 

19.345.90 


4,978.63 

4,644.79 

9,683.43 

742.51 

268,468.43 


155,512.88 


112.953.55 


1.129,54 


2,390.71 


56.64 

2,347.35 

1.139.54 


#  1,014.84 
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lekaba  Sugar  Co,  Ltd, 


jrzf 


Above  is  based  upon  that  part  of  Seotion  252,  as 
axended  by  the  Revenue  Act  of  1921,  providing  for  the  refund  of 
tares  where  there  has  been  a  decrease  in  invested  capital  due  to 
failure  to  take  adequate  deductions  in  previous  years,  resulting 
in  overpayments  for  those  previous  years,  such  refunds  must  be 
confined,  where  no  claim  has  been  filed,  to  the  periods  subsequent 
to  March  1,  1913,  the  date  the  first  Income  Tar  Act  became  effec¬ 
tive. 


'  Tear  andad  Deoeaber  31.  1314. 


Set  income  as  reported  on 
original  return 
Add: 

Depredation  charged  off 
Capital  assets  charged  to 
expense  (filling  swamp, 
clearing  land) 

Bonus  adjustment 

Total 

Less: 

Amortization  of  assets 
(Life  of  lease) 
Amortization  of  leasehold 
Sinking  fund  adjustment 

Adjusted  net  incojae  subject 
to  1$  tax 

1  CJ>  of  $396,453.69 

Original  tax,  March,  1915, 
Page  2,  Line  19 
Less: 

Refund,  Dec.  4,  1917 

Total  tar  assessed 
Tar  assessable 

Overaesessme  nt 


$  552,055.54 
22,758*43 

4,337.35 

960.48 

560,611.80 

$97,532.37 

56,934.31 

396,453.69 

5,320.56 

26.23 

5,294.33 

5.964.54 

1.329.79 


lear.  ended  December  51.  1915. 


Let  inooae  as  reported  on 
original  return 


$897,925.32  < 
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lexmba  mga*  Co. ,  Ltd. 


Sit  income  as  reported  oa 
original  return  (brought 
forward) 


Adds 

Depreciation  oh&rged  off 
Capital  assets  charged  to 
expanse  (filling  snap, 
olearing  land) 


Total 
Lose  i 

Amortisation  of  aaaeta 
(life  of  leaee) 
Amortisation  of  leasehold 
Bonus  adjustment 
Sinking  fund  adjustment 
Bobus  paid  in  1915  not 
deducted  (Bee  Agent's 
report,  low*  6,  1916) 


$  697,925.32 
29,592.06 


4.141.94 
731, 659. 32 


$101,301.14 

56,934.31 

10,871.11 

4,579.33 


25.929.37 


199.615,16 


Adjusted  net  lnooae  sub j eat 
to  1%  tax 

15 i  of  $532,044.15 


Original  tax,  February 
1916,  Page  5,  Lins  23 


Refund,  Bor*  27,  1917 

total  tax  assesaed 
Tax  asseesable 


6,979.25 

250.93 


Orerassessment 


6,728.32 

5,330.44 

1.407.88 


Tear  ended  Deoeaber  31.  1916. 


Bet  lnooae  as  reported  on 
original  return 
Add: 

Depreciation  charged  off 
Capital  assets  charged  to 
expenee  (filling  swamp 
olearing  land) 

Total 


,i0l3,424.84 
26,107*84 

3.448*94 
$1,042,981*62 
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Kekaha  Sugar  Co.  Ltd. 

Total  ( 'brought  forward) 

Le3$: 

Amortization  of  assets 
(life  of  lease) 
Amortization  of  leasehold 
Bonus  adjustment 
oinking'  fund  adjustment 

Adjusted  net  income 
Less: 

Income  tax  for  current 
year 

Balance  subject  to  2cf>  tax 

2fi  of  $786,567.65 

Original  tax,  February, 

1917 4  Page  5,  Line  25 
Less : 

Overpayment,  R.A.R. , 

Feb. ,  1919) 

Total  tax  assessed 
7a  x  assessable 

Overassessment 


ru 

$1,042,981.62 

$103,257.43 

56,934.31 

48,595.90 

31.894.98  240.682.32 

802,299.00 

15.731.35 

73S.567.SS 

*5,73^5^ 

20,268.50 

2.764.33 

17,504.17 

15.731.35 

1.772.83 


Year  ended  December  31.  1017. 


jN'et  income  a:  reported  on 
original  retire 
Add: 

Dap  isolation  charged  off 
Capital  assets  charged  tc 
expense  (filling  swamp, 
clearing  land) 

Bonus  adjustment 
Income  tax  paid  (deducted 
as  expen? e) 


1,099,662.20 
30,332. 2-3 


5,457.00 

37,046.72 

S. 071. 69 


Total 


1,173,569.04 
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Kekajt  Sugar  Co*,  Ltd* 
Total  (brought  forward) 
Less: 


Amortization  of  assets 
(life  of  lease) 

$105,190.21 

Amortization  of  leasehold 

56,934.31 

Sinking  fund  adjustment 

2,961.94 

Non- taxable  interest 

2.149.12 

Adjusted  net  income 

Invested  capital 

Capital  stock 

Paid-in  surplus  (leasehold) 

1,300,000.00 

Less: 

Amortization  to 

12/31/18 

1.048.540.17 

Earned  surplus  as  per 

books  12/31/16 

1,179,276.20 

Add: 

Cost  of  ditch  charged 
as  expense 

34,920.05 

Cost  of  clearing  land, 
etc. 

79.184.91 

Total 

1,293,381.18 

Less: 

Bonus  adjustment  $62,512* 

22 

Depreciation  358,804. 

75 

Sinking  fund 

Add: 

5/6  of  overassessnent  for 

1913 

OveraSBe assent  1914 

• 

Overassessment  1915 
Gver&ssessnent  1916 

Total 

Less: 

Income  tax  for  1916 

.  15,731.35 

Inadmissible  assets 

70.722.92 

Adjusted  invested  capital 


s 


,  379 


$1,1?8,569.94 


167. 235. 58 

1,500,000*00 

331,459*83 


8^5,581.98 

I, 014.84 

II, 329.79 

1.407.83 

1.772.83 


n 

2,59 

_ 8 

2,567.14 

6.454.27 

$2„50i 

• 

6.112.37 

1 

I 
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Zekaha  Sugar  Co. ,  Ltd. 
Excess  profits  credit,  9j» 

Excess  profits  tax 
Incoae  tar  at  2^ 

Income  tax  at  4^ 

Total  t*)T.  assessable 


$  223. 550. IS 


$305,467.06 
14,117.35 
2Sl 250.61 

347.615.03 


Origia&l  tax,  April, 

IS  18,  Page  21,  Lins  3 
Additional  tax,  R.  A.  K. , 
;iarch,  1S30,  Pngs  2, 
Line  2 

Total  tax  assessed 
Tax  assessable 

Overassess^ent 


338,793.66 


108.031.36 

436.824.91 
347. SIS. 02 

89.009.89 


Tear  and ad  Dacanber  31.  1918. 


:<et  incoCT  as  reported  on 
original  return 
Add: 

depreciation  charged  off 
Capital  assets  charged  to 
expense  (filling  map, 
clearing  land) 

Total 

Less: 

Amortization  of  .assets 
(life  of  lease) 
Amortisation  of  leasehold 

Adjusted  net  income 

Invested  capital 
Capital  stock 

Paid-In  surplus  (leasehold) 
Less: 

Amortisation  to 
13/31/17 

Carried  forward 


860,309.73 

64,751.44 

3.3*8.30 

918,409.47 

6107,485.77 

S6.984.81 

754.009.39 

1,200,000.00 

1,900,000.00 

X. *06.474. 48 

194.525.52 

*1,894,825.53 
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Xekaha  Sugar  Co.  Ltd 
Brought  forward 


Earned  surplus  as  per 
books  12/31/1? 

Add: 

Cost  of  ditch 
Clearing  of  land,  eto. 


$1,724,384.95 

34,930.05 
—  84>.341Jt91 


Total  1,844,246.91 

Less: 

Bonus  adjustment  $25,465.50 
Depreciation  433,662.63 

Sinking  fund  ap- 

preoiation  39.444.lg  498.572.88 


Add: 

Overaesoseaent  for 
5/6  of  the  year  1913 
Cveraosessacnt  for  1914 
Cverasaftssnent  for  1915 
Overasseesment  for  1916 

Total 

Less. 

Proration  of  1917  income  tax 
$347,815.02  x  .547945 


Lees: 

Inadmissible  assets  .04475^ 

Adjusted  invested  capital 

Sxces3  profits  oredit 
War  profits  oredit 

Kxoese  profits  tax  $232,832.91 

War  profits  tax  82.709.33 

Total  excess  and  var  profits  tax 
Income  tax  at  12^ 

Total  tax  assessable 


$ 


1,6941 


525.53 


1,345 

,374.88 

1 

,014.84 

1 

L 329. 78 

1 

L 407. 88 

1 

L 772. 82 

3,04-5 

,725.48 

190 

.  585. 50 

2,855! 

,141.98 

127 

.757.60 

Zl72? 

.374.33 

221 

i_l£3t_55 — .. 

358 

.331.59 

316,542.24 

5^1.419.24 


$  367 

,961.43 
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Xekaha  Sugar  Co.  Ltd 


Original  tax,  May,  1919, 
Acoount  $41480 
Tax  assessable 

Cveras se ssaen t 


$383, 287.40 
367.961.48 

j  15, 335,90 


3iCTn\a.rr 


1913 

1914 

1915 

1916 

1917 

1918 


$  1,014.84 
1,329.79 
1,407.88 
1,773.82 
89,009.89 
15.325.90 


Total 


$109,861.13 


Depredation  on  appreciation  of  assets  based  upon 
fiarch  1,  1913  Talues  bas  been  disallowed  inasmuch  as  snorti zation 
of  assets,  and  leasehold  has  been  allowed  for  period  of  lease. 
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mL 


m. 


Mill 

Buildingft 
Steam  t\inva 
Railroad 

Rolling  Stock  yi fyfc 

3tean<  Plows  >1/# 

Tools  &  Invleuimtt  *y/> 

Fomitdro  ryj> 

Fence  o 

Livestock  10 f> 

TJlectrlo  Pu»p  &  Power  Station 
Lime  Kiln 
Re3enroirH 

Cleariiv.  Now  I«nd 

Blaoksodth  Shop 

Yfelnea  Ditch 

Carta  and  flagona  10$ 

Fiupos  and  Stations 

Sundry  Machinery  10# 

Ksunalewa  Ditch 

Autos,  Trucks  &  Tractors  80J jL 


3,138.29 

1,120.00 

1,671.80 

675.13 

406.04 


149.13 

* 


7,599.29 

3.099.93 

5,342.94 

1.620.43 

1.166.43 
816.66 
435.40 

31.91 

305.15 

1,092,00 


Total  Adjusted 


7,260.52  21,473.18 
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Linn  s» 

AM _ AMPS  USAS  JLiU 


itttt  mi  rna 


.13.7*7.** 

4,893.57 

7,519.91 

4,241.87 

2,513.98 

.863.12 

805.45 


1.995.37 

852.17 

298.29 

190.40 

1,67905 

12.92 

8Jl6.ll 


1.67*. *3 


2,513.98 

863.12 

861.47 

101.10 


476.40 

2,204.24 

5,430.01 

*98.*9 

190.40 


2,820.78 

58.41 

20,918.68 


1,672.23 


13,7*7.44 

4,910.44 

7,519.91 

4,241.87 

2,513.98 

863.12 

771.9* 

102*30 

476.40 

8# 377*87 
898.M 
482.69 
3,57**64 
10344 
20,918.68 

3ZS 

1,672.23 


J02&. 

13,727.44 

5^91*48 

7.W.91 

4,241.86 

2,513.98 

863^12 

771.92 

102.30 

476.40 

®:E 

*9849 
584.01 
J.913^* 
W3.25 
4>, 918.68 
217*15 
1,064.13 
#• 

1,672.23 


13,862.68 

5,286.46 

7,319.91 

4,241.87 

771.92 

120.42 

476.40 

1,526.24 

7,591.35 

298.30 

584.01 

4,272.7? 

10344 

20,918.68 

355.65 

1,326.00 

1,67243 


76.21 


50.553.s3 


is, 791.69  70,715.50  72,376.30  74,371.60 


13,862.62 
5, 309.36 

&g 

561.76 

H 

4,604.43 

103^5 

20,918.68 

>5.65 

1,40247 

1,67243 


JflAI., 

13,862.62 

5,451.93 

7.519.91 
4,241.87 

■w 

771  *?2 
135.W 
620.72 

1.727.91 
15,893.00 

*98.30 
€53  -*5 

*gs 

1,473.61 

1,67243 


jan 

14,104.40 

5,492.38 

7,519.91 

4,24146 

*,799.59 

863.12 

771.92 

139.78 

620.72 

1,802.41 

16,160.51 

298.30 

706.82 

5,883.82 

103.25 

32,392.09 

485.65 

1,473.61 

1,67243 


15,713.63 
5,492.38 
7,519.91 
4,241.87 
2,799.59 
863.I 2 
771.92 
139.78 
620.72 
2,151.41 
I6,i60.51 
298.30 
,  734.09 
6,529.3? 

103.24 

32.392.09 

2,013^ 

59«.38 

1,67243 


ML 

133 

!;£S 

‘•®8 

SS 

620.72 

2,557.56 

16,1M.51 

298.30 

7.1S3- 

103.25 

2,013*04 

398.38 

1,67243 


76,122.54 


96,178.57  97,532.37  101,301.14  103,257.43 


m 

6,312.06 

4,241.8$ 

2.799.5$ 

i*12 

.$2 


3 


,  .07 

620.72 
t, 241.68 
16,526.40 
p?-3° 
734.05 
$.30.61 
101.25 
32,g2.09 

2,013!^ 

».iW 

1,800.00 


19  M  1920  1520-5/12 


16,048.09 

6,740.16 

*.419.17 

4,241.87 

’•SSS 

4)6  .$0 
175.88 
620.72 


u.gi 

116.81 


32.3$2.0$ 

255.20 

2.013*04 

311.46 

I.672.23 

2,517.50 


16.048.09 

6,740.16 

8,415.17 

4,241.66 

3,214.60 

861.12 

394.17 

193.16 

620.72 

a®:8 

838.30 

73^*05 

l5,M 

32,392.09 

295.20 

2,013.04 

111.46 

1,672.23 

2,517.50 


6,686.70 

3,058.40 

3.227.77 

862.2b 

272.01 

216.17 

258.67 

2,148.52 

6,886.03 

124.36 

305.90 

“3:8 

13.W0.63 
61  .20 

838.74 

837.46 

696.69 

2,813.91 


.21  10T.465.7T 


110,406.50 


112,554.3* 


53,034.64 


Total 


3W,531.85 

il6,4C4.4ii 

163,610.51 

87,006.02 

57,161.12 

19.772.40 

15,131*10 

2,604  *5’* 
11,770 .1* 
40,474.C7 
176,485.68 

5.769.65 

9,243.22 

95.309.66 

1.424.&4 

’55,936.9- 


5.345.SO 

20,145.26 


2,953.5C 

>*♦.920.05 

9,648.51 


1.569,719.40 
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LEASEHOLD  ACCOUNT 


Dec  uniter  SI,  1913  -  Cash  Paid 

Deduction  per  Books: 

December  31 ,  1919 
December  31,  1520 


Total 


$  240,000*00 


110,000.00 

130,000*00 


240.000, 


$210,000.00  paid  for  Lease  covering  Jeeuary  1,  181S 

to  June  Tu  1921* 

£20,000. 00  paid  for  Reversion 


£210,000.00  *  29  , 

1915  -  12  months  q 

1920  -  12  aonths  ® 
Reversion 


X9ZI  -  5  months  (X 


S  7.241*38 

7*241*38  r 

86,896.55 

30.000.00 


Total  for  1320 


7,241*38 

Total 


86,896*55 


116,396.55 


240,000.00 


INVESTED  CAPITAL  ADJUSTMENT 


January  1,  1920,  Carried  in  Balance  Sheet  at 


As  3?r/»  Corrected: 

1920,  Rental  applicable  to 

1921,  Rental  applicable  to 


$  116,896.55 
38,  206.90 


Total 


To  be  added  to  Capital  January  1,  1920 


130,000.00 


153.103.45 

23,103.45 


January  1,  1921,  carried  in  Balance  Sheet 
AS  ncrv  corrected: 

Rental  Applicable  to  1921 


2111 

36,206*90 
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1903 

Accumulated 

Total 

Amount  Szpended  1807.96  1807.96 

Balaaoe 

Amortisation  ( 209) 

z  1807.96 

1904 

« 

4190.63  5998.59 

344.41 

5654.16 

1305 

a 

a 

5128.92  11127.51 

696.84 

10126.26 

1908 

a 

a 

3129.10  14256.61 

859.81 

12395.56 

1907 

a 

0 

11814.73  28071.34 

1679.35 

22530.93 

1908 

■ 

a 

2386.17  28457.51 

1857.18 

23059.98 

1909 

a 

n 

4732.82  33190.33 

8238.34 

35554.40 

1910 

a 

0 

3404.55  35504.66 

2448  84 

25510.11 

1911 

a 

a 

2554.66  38149.54 

2694.22 

25370.59 

1912 

a 

a 

3317.15  41466.69 

3046.48 

25641.28 

1913 

• 

a 

1468.64  42935.33 

3220.97 

23886.89 

1914 

• 

a 

4734.10  47669.43 

3869.38 

34763.71 

1915 

a 

a 

4141.94  51811.37 

4504.78 

24400.87 

1916 

a 

a 

3448.94  55360.31 

5141.50 

22708.31 

1917 

a 

a 

5457.00  60717.31 

6929.54 

33335.77  , 

1918 

a 

a 

3348.30  64065.61 

7468.00 

18136.07 

1919 

« 

a 

3154.50  67220.11 

8793.34 

12480.66 

1920 

a 

V 

1902.35  69122.46 

10136.17 

4223.41 

1921 

a 

« 

0 

Total 

69122.46  Z 

69122.46  ! 

m 

Gross  amount  to  be  added  to  Capital 

January  1,  1930  12480.68 

Leas:  Deferred  charges  to  future  crops: 

1918  charges  in  1920  Orop,  1,116.10 

1919  ■  ■  1920  ■  1,305.31 

1919  ■  ■  1921  •  543.8ft  2965.29 

Invested  Capital  Adjustment  9515.39 
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Respondent’s  5. 

United  States  Board  of  Tax  Appeals. 
Docket  No.,  — . 


Appeal  of  McBryde  Sugar  Company,  Ltd.,  Honolulu,  T.  H. ; 

Kauai  Railway  Company,  Ltd.,  Honolulu,  T.  H. 

Petition.  j 

The  above  named  taxpayers,  McBryde  Sugar]  Company, 
Ltd.,  Honolulu,  Territory  of  Hawaii,  and  Kauai  Railway 
Company,  Ltd.,  Honolulu,  Territory  of  Hawaii,  corpora¬ 
tions,  hereby  appeal  from  the  determination  of  the  Commis¬ 
sioner  of  Internal  Revenue  set  forth  in  his  deficiency  letter 
of  November  25,  1925,  mailed  on  that  date  or  thereafter, 
symbols  IT:CR:A:EFB-60D;  and  in  support  of  this,  their 
appeal,  respectively  represent : 

1.  The  appellants  are  corporations  organized  under  the 
laws  of  Hawaii,  with  their  principal  offices  at  Honolulu, 
Territory  of  Hawaii.  The  Income  Tax  Unit  has  ruled  that 
the  appellants  were  affiliated  and  should  hie  a  consolidated 
return  for  the  years  here  involved. 

2.  The  deficiency  letter,  copy  of  which  is  attached 
532  hereto,  bears  date  of  November  25,  1925.  It  was 
mailed  on  that  date  or  thereafter. 

3.  The  taxes  in  controversy  on  this  appeal  are  income- 
profits  taxes  for  the  calendar  years  of  1918,  1919,  and  1920. 
The  amount  of  such  taxes  in  dispute  is  more  than  $10,000. 

4.  The  determination  of  appellants’  tax  liability  for  the 
years  named,  set  forth  in  the  deficiency  letter,  is  erroneous 
in  the  following  particulars: 


1918. 

(a)  In  the  deficiency  letter,  the  Commissioner  proposes 
to  assess  additional  taxes  against  the  appellant,  McBryde 
Sugar  Company,  Ltd.,  for  1918,  contrary  to  the  statute  of 
limitations,  more  than  five  years  having  elapsed  since  the 
filing  of  the  income-profits  tax  return  of  said  company  for 
that  vear. 

w 
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(/;)  Tn  computing  the  invested  capital,  deduction  was  er¬ 
roneously  made  for  income  and  profits  taxes,  prorated,  for 
1917,  which  taxes  were! not  due  and  payable  at  the  begin¬ 
ning  of  the  taxable  year. 

(c)  The  inclusion  in  appellants’  taxable  income  of 
533  the  cost  of*  a  warehouse  constructed  on  the  right  of 
way  of  the  appellant,  Kauai  Railway  Company,  Ltd., 
when,  in  truth,  and  in  fact,  the  cost  of  said  warehouse  did 
not  constitute  taxable  income,  but  rather  contributed  sur¬ 
plus  assuming  that  it  should  be  reflected  in  the  accounting 
for  income  tax  purposes. 


1919. 

(a)  In  the  deficiency  letter,  the  Commissioner  proposes 
to  assess  additional  taxes  against  the  appellant,  McBryde 
Sugar  Company,  Ltd.,  for  1919,  contrary  to  the  statute  of 
limitations,  more  than  five  years  having  elapsed  since  the 
filing  of  the  income-profits  tax  return  of  said  company  for 
that  year. 

(b)  In  computing  the  invested  capital,  deduction  was  er¬ 
roneously  made  for  income  and  profits  taxes  for  preceding 
periods,  which  were  not  due  or  payable  at  the  beginning  of 
the  taxable  year. 

1920. 

(a)  In  disallowing  as  a  deduction  for  1920  territorial 
income  taxes  for  that  year  accrued  on  the  books  of  the  appel¬ 
lant,  McBryde  Sugar  Company,  Ltd.,  in  the  amount  of 
$9,980.12. 

(b)  In  computing  the  invested  capital,  deduction 
534  was  erroneously  made  for  income  and  profits  taxes 
for  preceding  periods,  which  were  not  due  or  payable 
at  the  beginning  of  the  taxable  year. 

5.  The  facts  upon  which  the  taxpayers  rely  as  the  basis 
of  this,  their  appeal,  are  as  follows: 

(a)  The  deficiency  letter  proposes  to  assess  additional 
income-profits  taxes  against  the  appellant,  McBryde  Sugar 
Company,  Ltd.,  for  1918  and  1919,  as  well  as  1920.  This 
appellant  (McBryde  Sugar  Company,  Ltd.)  filed  its  income- 
profits  tax  return  for  1918  before  June  15,  1919,  and  also  its 
income-profits  tax  return  for  1919  before  June  15,  1920. 
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More  than  five  years,  therefore,  have  elapsed  sii^cc  the  filing 
of  these  returns.  This  being  true,  the  Comnjiissioner  of 
Internal  Revenue  is  now  barred  by  the  Statute  of  limita¬ 
tions  from  assessing  any  additional  income-profits  taxes 
against  the  appellant,  McBryde  Sugar  Company,  Ltd.,  for 
either  of  these  years  1918  or  1919,  which  statute  jis  expressly 
pleaded  and  relied  upon  in  bar  of  the  proposed  additional 
assessments  for  1918  and  1919. 

(ft)  In  computing  the  invested  capital  for  1918,  the  Com¬ 
missioner  of  Internal  Revenue  erroneously  deducted  from 
the  invested  capital  at  the  beginning  of  the  yeaij,  $72,423.19, 
income-profits  taxes  for  1917  prorated.  For  1919,  in 

535  computing  the  invested  capital,  the  Comijnissioner  of 
Internal  Revenue  erroneouslv  deducted  from  the  in- 

vested  capital  at  the  beginning  of  the  year,  $8,(364.30,  addi¬ 
tional  income-profits  taxes  for  1917,  and  $21,521.48,  income- 
profits  tax  liability  for  1918  prorated.  And  in  computing 
the  invested  capital  for  1920,  the  Commissioner  of  Internal 
Revenue  erroneously  deducted  from  the  invested  capital  at 
the  beginning  of  the  year  $17,818.65,  additional  income- 
profits  taxes  for  1917  and  1918,  and  $76,767.15,  the  1919  tax 
liability  prorated.  Such  additional  taxes  for  llj>17  and  1918 
had  not  been  assessed  and  were,  therefore,  not  due  and  pay¬ 
able  at  the  beginning  of  the  taxable  years  here  involved. 
Because  the  appellants  do  not  owe  the  entire  amount  of  such 
additional  taxes  and,  further,  because  the  amount  thereof 
does  not  become  due  and  payable  until  after  assessment  and 
notice  and  demand  from  the  Collector,  these  alleged  defi¬ 
ciencies  for  earlier  years  should  not  enter  into  1|he  computa¬ 
tion  of  the  invested  capital  for  the  taxable  ycfars  here  in¬ 
volved.  Under  the  decision  of  the  Board  of  Tak  Appeals  in 
the  Guaranty  Construction  Company  case,  ljo  deduction 
should  have  been  made  from  the  invested  capital  of  the  tax¬ 
able  years  involved  on  this  appeal,  because  of  income- 
profits  taxes  of  the  next  preceding  years. 

(c)  For  1920,  the  taxpayer  accrued  on  its  books  of  ac¬ 
count  $9,980.12,  territorial  income  taxes  of  1920,  and  asked 
the  Commissioner  of  Internal  Revenue  to  allow  said 

536  amount  as  a  deduction  from  1920  inconlie.  This  re¬ 
quest  was  denied,  as  appears  from  the  cjeficiencv  let¬ 
ter,  Item  (a)  of  Schedule  1, 1920.  The  taxes  in j question  are 
•territorial  income  taxes  f<>r  1920  which  were  imposed  by  the 
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Territory  of  Hawaii  oil  t lie  income  of  that  calendar  }ear. 
At  the  close  of  1920,  the  exact  amount  of  the  liability  and 
such  taxes  was  computable  and  such  amount  became  due 
and  payable  on  January  1,  1921.  As  the  taxpayer  keeps 
its  books  and  makes  its  returns  on  the  accrual  basis,  it  was 
cl  earl  v  entitled  to  accrue  such  1920  territorial  income  taxes 
and  to  deduct  the  amount  thereof  from  income  tor  that  year, 


for  Federal  income  tax  purposes. 

(d)  In  1918  the  appellant,  McBryde  Sugar  Company, 
Ltd.,  owned  a  majority  of  the  stock  of  the  appellant,  Kauai 
Kailway  Company,  Ltd.  In  that  year  the  McBryde  Sugar 
Company,  Ltd.  and  another  company  erected  a  warehouse 
for  tlie  storage  of  their  product  (sugar)  on  the  right  of  way 
of  t lie  Kauai  Railway  Company,  Ltd.  This  warehouse  was 
erected  for  the  use  and  benefit  of  the  McBryde  Sugar  Com¬ 
pany,  Ltd.,  and  the  other  corporations  mentioned.  Because 
of  the  technical  requirement  of  the  Interstate  Commerce 
Commission  that  the  title  to  said  warehouse  be  transferred 
to  the  Kauai  Railway  Company,  Ltd.,  the  Commissioner  has 
ruled  that  the  cost  of  said  warehouse  should  be  included  in 
the  taxable  income  of  the  Kauai  Railway  Company,  Ltd. 
(and  therefore  in  the  consolidated  net  income  of  appellants) 
for  1918,  the  year  of  construction,  and  has  in  fact 
537  added  a  considerable  amount  to  the  taxable  income 
of  the  Kauai  Railway  Company,  Ltd.  on  this  account. 
The  exact  amount  so  added  is  known  to  the  Income  Tax 
Knit,  but  will  be  shown  by  the  evidence  herein  for  appel¬ 
lants. 


The  cost  of  said  warehouse  does  not  constitute  earnings 
from  operation  of  the  Kauai  Railway  Company,  Ltd.;  nor 
were  the  constructing  corporations  in  any  sense  lessees  of 
the  Railway  Company.  Appellants’  position  is  that  the 
cost  of  said  warehouse  is  contributed  surplus  to  the  Kauai 
Railway  Company,  Ltd.,  if  it  should  be  taken  up  on  its  books 
of  account  at  all  for  income  tax  purposes. 

6.  In  support  of  this,  their  appeal,  appellants  rely  upon 
the  following  propositions  of  law: 

(a)  Under  Section  277  of  the  Revenue  Act  of  1924,  the 
Commissioner  is  without  power  to  assess  additional  income- 
profits  taxes,  for  1918  or  1919,  at  this  time,  more  than  five 
years  after  the  return  was  filed  having  elapsed, 
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(b)  Under  the  provisions  of  Section  326  of  the  Revenue 
Act  of  1918,  appellants  are  entitled  to  have  restored  to  in¬ 
vested  capital  the  deduction  therefrom  made  by  tjhe  Com¬ 
missioner  on  acount  of  taxes  not  previously  j assessed 

538  and,  therefore,  not  due  or  payable  at  the  beginning 
of  the  taxable  years  here  involved. 

(c)  Under  Section  234  of  the  Revenue  Act  of  1918,  appel¬ 

lants  are  entitled  to  deduct  from  income,  in  competing  the 
1920  taxable  income,  the  local  income  taxes  accrued  for 
the  taxable  year  of  1920.  i 

(//)  The  cost  of  the  warehouse  erected  on  the!  right  of 
way  of  the  appellant,  Kauai  Railway  Company,  Ltd.,  is  not 
income  to  that  company  or  the  affiliated  group,  qnder  the 
definition  of  income  set  forth  in  Section  213  of  thejRevenue 
Act  of  1918. 

Wherefore  appellants  pray  that  the  Board  of  Tax  Ap¬ 
peals  may  hear  and  determine  this,  their  appeal,  and  for 
such  other  relief  as  may  appear  equitable  and  proper  as 
this  cause  progresses. 

Counsel  for  Appellants  McBryde  Sugar 
Company,  Ltd.,  Kauai  Raihcajj  Com¬ 
pany ,  Ltd. 

539  United  States  of  America, 

District  of  Columbia,  ss: 

C.  R.  Linden,  being  duly  sworn,  states  that  he  is  the 
duly  appointed,  qualified,  and  acting  agent  of  the  ap¬ 
pellants,  McBryde  Sugar  Company,  Ltd.,  ainjl  Kauai 
Railway  Company,  Ltd.,  and  as  such  is  duly  authorized  to 
verify  the  foregoing  petition;  that  he  has  read  the  ^aid  peti¬ 
tion  and  is  familiar  with  the  statements  therein  contained; 
that  the  facts  therein  stated  are  true  except  such  facts  as 
are  said  to  be  upon  information  and  belief,  and  these  facts 
he  believes  to  be  true. 

Subscribed  and  sworn  to  before  me  by  G.  R.  Linden 
this  —  day  of  January,  1926. 

[seal.] 

j  J 

Notary  j  Public. 
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KEKAHA  SL'GAR  COMPANY,  LIMITED,  YS. 


(Copy.) 

540  Treasury  Department,  Washington. 

IT  :CR  :A.  EFB-60D.  Nov.  25,  1925. 


McBrvde  Sugar  Company,  Limited, 

C/o  Alexander  &  Baldwin,  Limited, 

Stangenwald  Building,  Honolulu,  T.  H. 

Sirs: 


An  examination  of  your  income  and  profits  tax  returns 
and  of  vour  hooks  of  account  and  records  discloses  addi¬ 
tional  tax  for  1918  of  $1,534.69,  for  1919  of  $4,839.21  and 
for  1920  of  $161,432.52,  a  total  of  $167,806.42  as  shown  hv 
the  attached  statement  and  accompanying  schedules. 

In  accordance  with  the  provisions  of  Section  274  of  the 
Revenue  Act  of  1924,  you  are  allowed  60  days  from  the  date 
of  mailing  of  this  letter  from  which  to  file  an  appeal  to  the 
United  States  Board  of  Tax  Appeals  contesting  in  whole 
or  in  part  the  correctness  of  this  determination. 

Where  a  taxpayer  has  been  given  an  opportunity  to  ap¬ 
peal  to  the  United  States  Board  of  Tax  Appeals  and  has 
not  done  so  within  the  60  days  prescribed  and  an  assess¬ 
ment  has  been  made,  or  where  a  taxpayer  has  appealed  and 
an  assessment  in  accordance  with  the  final  decision  on  such 
appeal  has  been  made,  no  claim  in  abatement  in  respect  of 
any  part  of  the  deficiency  will  be  entertained. 

If  you  acquiesce  in  this  determination  and  do  not  desire 
to  file  an  appeal,  you  are  requested  to  sign  the  inclosed 
agreement  consenting  to  the  assessment  of  the  deficiencv 
and  forward  it  to  the  Commissioner  of  Internal  Revenue, 
Washington,  1).  C.,  for  the  attention  of  IT  :CR  :A-EFB-60D. 
In  the  event  that  you  acquiesce  in  a  part  of  the  determina¬ 
tion,  the  agreement  should  be  executed  with  respect  to  the 
items  agreed  to. 

Respectfully, 


D.  H.  BLAIR, 

Commissioner. 


By  C.  R.  NASH, 
Assistant  to  the  Comynissioner . 


Inclosures:  Statements,  Agreement-Form  A,  Schedules 
1  to  6,  Inc. 


(Here  follows  statement,  marked  pages  541-565,  inc.) 


IT:  OR:  A 


STB-60D  8TATKKEIT  OF  RZTQU3  1XAMI1KP 

AMD 

axsoitiio  tax  liability 


Returns  Sxa&ined. 


Company 

Tear 

Fora 

MoSryd*  Sugar  Company, 

Honolulu,  T.  H. 

i 

1 

1918 

1919 

1920 

1120 

1120 

1120 

Kauai  Railway  OoapaQy, 

Honolulu,  T.  H. 

i 

i 

i 

i 

i 

1918 

1919 

1920 

1120 

1120 

1120 

Tax  Liability 

Ooaaiany 

Tear 

Additional  Tax 

UcBryde  Syoar  Company, 

Honolulu,  T.  H. 

1918 

1919 

1920 

4  1,534.69 

4,839. SI 
161.433.62 

Total 

1167,806.42 

Id  the  ooiqputatioa  of  the  additional  tax  indicated 
abort  consideration  baa  boon  girwn  to  tbe  oontantion  tot  forth 
la  tout  protoot  datod  Ootobor  19,  1925;  however,  tbo  Unit  holds 
that  where  retyru*  bars  not  been  filed  upon  the  oo reset  basis 
tbo  8tatato  of  Llai tat  ions  does  not  apply  • 

The  computation  of  tbs  additional  tax  is  shown  by 
the  attached  schedules. 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


I 


McBryde  Sugar  Company. 


ended  Oeoeober  31  f  1920. 


Schedule  1 
let  I noose 

Net  Income  as  disclosed  by  Bureau  letter 
dated  August  17,  1985 

As  corrected 

Addition 


♦1,025, 777.  <53 


h22£ 


m 


zsi 

9,980.18 


Addition: 

(a)  Taxes  $  9,980.12 

Schedule  8 

Kxplanation  of  Items  Changed. 


(a}  Basal lan  Territorial  Income  taxes  levied  for 
the  year  1931  but  based  upon  1980  income  have  been  disallowed 
as  an  mcorued  expense  for  the  year  1930  since  it  has  been  de¬ 
termined  to  the  satisfaction  of  the  Commissioner  that  such 
taxes  are  in  fact  taxes  for  the  year  in  which  levied  and  paid. 


Schedule  3 

Consolidated  Net  Income  1930. 


Vet  income  as  corrected: 
McBryde  Sugar  Company 
Kauai  Klee trie  Company 
Kauai  Railway  Company 


Total 


|1,0%5,  T57i75 
1,145.75 
31.127135 

11,068,030475 


Ho .5098 

Kekaha  Sugar  Co'.,  Limited,  Appellant 

VS. 

David  H*  Blair,  Commissioner  of  Int.  R^v. 


KcSryde  Sugar  Company. 


Tear  ended  Deoeaber  Si,  1920, 


Schedule  4 


Computation  of  Total  Tax. 


Kxoees-Profite  Tax 


Xet  income  for  taxable  year 
Lees  excess-profits  credit 
Bureau  letter  dated  August 
17,  1925 

Bala&oe 

Taxable  at  300 
Taxable  at  40i 


11,068,030.75 

339.461,77 

728,568.98 

501,692.63  $100,338.51 


326,878.38 


JKaffftag* 

191,089.08 


Income  Tax 

let  I  noon  for  taxable  year 


1,068,030.78 


Less: 

Kxoess-prof its  tax  $191,089.06 

Zxnsptlon  3. 000.00  193.089.08 


Taxable  at  10£ 
Total  tax 


879,941.70 


Schedule  5 
Allocation  of  Tax. 


87,494.17 

279,583.22 


Sufficient  tax  has  been  allocated  to  the  Kauai  Rail- 
say  Company  to  offset  the  amount  already  assessed. 


Company 

Mo&ryde  Sugar  Company 
Kauai  Railway  Cdmpany 


370,088.31 

$278,863.22 


Ho. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


McBryde  Sugar  Company*  Tear 


ended  December  51,  1930. 


Schedule  6* 


Tax  Liability. 


Correct  tax,  Moferyde  Sugar  Company 
Tax  Assessed,  Account  No.  41519 


$370,038*31 


Correct  Tax,  Kauai  Railway  Company 


161,432*53 


8,494*91 


Tax  Assessed,  Account  No.  41507  $5,315*4? 
Additional  January  1924, 

Pag.  3,  Line  7  3. 179. 49 


Additional  to  be  Assessed 


Hone 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

Vs. 

David  S.  Blair,  Commissioner  of  Int.i  Rev 


PROPERTY  TAX  ASSESSMENT  SCHEDULE 

Tor  the  District  of  Taiaet 

TOUllTH  TAXATION  DITI3I01 
Territory  of  Hawaii 

Ifili 

Statement  of 
XSJCAHA  SUGAR  00.  LTD. 

H.  P.  PATS,  MANAGER  —  KZtAHA 

Soot — - — Block--— 


Received  January  1013 

1912  Book  105  1913  Book 

Sot ice  forwarded  on  _ 


Beputy  Assessor. 


NOTICE.-  This  Tax  Schedule  suet  he  filled  out  properly  and  filed  at 
tho  Tax  Off lee  between  the  1st  and  31st  days  of  January  in  each1  rear. 
Personal  Taxes  (Poll,  Hoad  and  School)  are  due  on  January  1  and  do- 
ooae  delinquent  on  Kay  15.  All  Specific  and  all  Property  Taxes 
are  due  and  payable  after  January  1  of  each  year.  All  Specific  and 
one-half  of  the  property  Taxes  not  paid  on  Kay  15  of  eaoh  year  beoooa 
delinquent;  the  balance  of  the  Property  Taxes  not  paid  on  November  15 
of  eaoh  year  become  delinquent.  All  delinquent  taxes  are  subject  to 
a  penalty  of  10  per  cent  and  interest  at  the  rate  of  10  per  cent  per 
annua,  as  provided  by  law. 


No. 5098 

Xskaha  Sugar  Co.,  Limited,  Appellant 

Vs. 

David  H*  Blair,  Commissioner  of  Int .  Rev. 


The  term.  *porsonal  property*,  far  the  purpose  of  this  charter, 
shall,  man.  and  include  all  household  furniture  and  effects 
Jewelry,  watches,  goods,  chattels,  wares  and  merchandise,  - 
machinery,  ships  or  Teasels,  whether  at  hose  or  abroad,  all- 
moneys  In  hand,  right  of  piscary  (leasetfcld  and  chattel  Inter¬ 
ests  in  land  and  real  property  solely  acquired  prior  [to  the 
passage  .of  this  Act),  fxazifihlees,  patents,  contracts,  growing 
crops  and  all  animals  not  in  this*  chapter  specifically  taxed* 
(Sec.  1215  R.  1.  1905). 

The  term  "REAL  PROPERTY*  for  purposes  of  this  Aot  shall  mean  and 
include  all  lands,  ton  lots  and  house  lots  with  the  building^ 
structures,  fences,  wharves,  Improvements  end  other  things 
erected  on  or  affixed  to  the  same  3.  1214  R.  L.  1905.  | 

In  describing  Town  Property,  give  number  of  R.  P.  or  Grant  and 
L.  0.  A.  location.  Area  in  square  feet,  frontage  in  linear 
feet.  Class  (whether  business  or  residence  property}*  Value 
of  Land  and  Talus  of  Improvement*  stated  separately, 

i 

In  describing  Acreage  or  Country  Property,  give  uu*2>er  of 
R.  P.  or  Grant  and  L.  0.  A.  under  which  the  land  is  held,. Name 
of  Ill  and  Ahupuaa  in  which  situated.  Area.  Claes  (whether 
Pasture,  Rice,  Thro,  forest.  Irrigated,  or  irrigated  Cane 
Land,  eto.  etc.),  Value  of  Lend- as  Value  of  Improvements. 


TAB  AS3S3SHSHT  LIST 

Statement  of  Property  Belonging  to,  in 
the  possession 'of,  or  under  the  control  of 

Vane . JOEKAHA  SUGAR  COMPANY,  LTD. 

FOURTH 

DISTRICT  Of  FOURTH  TAXATION  DIVISION 

I 

?.  0.  Address  Kek&ha,  Kauai.  Residence  Address*. \ 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS . 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


1 BAL  PROPERTY 


UBSCRIPTICP  AND  SITUATION  OF  LAND  AND  IMPROTOENTS  0!?  SAJ*. 

SCHEDULE  *A" 


Sf7 


*  i 

:  U3C€  : 


rail  £  Plantation 
2u.il  dir^  3  and 
Df.ell  irg  Hcru8«« 


E;-.ecrx  Let  in 
T5s.inaa  Talley 


50,000 


NO. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int*  Rev. 


I3!95GR»S  EETDEir  OF  SEAT.  HIOTSSTI  LEASED 


I 

s\t* 

I 


Information  repaired:  All  Le&aes***with  the  :.-ur  ard  residence  of  tho  joraon 

Leases***  are  T^ade*** 

«cc.  1227  ?.  L.  1505 

SCHETULE  "3" 

to  When  euch 

E.P.  :  :  :  :  :  :'ie*gr  *  :  :  t  ] 

or  :LCA  :Fror.t~:Area:CLAS?:E&te  of :Leaoe:Arnaal:LOCA.TIC27:  Naae  of  .Lessee 
Grj»nt:  : ac«  :  :  :  I*ja»e  :Y5j-rs:  EEHT  :  i  or  to  whon  leased:  1 

fal’ae  of  leesorU 
Icterest  to. 

IatAi  Is^rovenocts 

$ 

$ 

Total .... 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  taev 


E525CI7AL  PBOFSSTT 
:s^s*s  ZE SSST  ~  P^OPCHTT  LE*SS3. 
scHEw'rz  "c* 


r  V 


9 .  Ta;':o  -»r"a»^ 

.*  Interest  ir.  • 


•  •  •  •  •  •  •  •  •  • 

*  •  t  •  •  •  *ws  •  •  • 

:  LCA  :?rc rt%:  Ar«i:  ClassrDate  of:  LOC/.TTOlTjIIsre  of  Lessor 


f!  ^  • 
’  ii.T.  ", 


ia£- 


;  Lgsee  ;  j  1.  :  Scr.t  r 


*  «.  Zarrove- 

tof  free  I*g  T^Mi:  ~*r~  rr^Mt-- 


$ 


Total 


xio  .5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int . 


Rev. 


PERSONAL  PKQPSR2Y 


A30VS  LETIOKED  LEASED  PP-OPEBTECS  SCB-LEL’-SBD  AS  FOLLOW: 


SCHEDULE  *CC" 


!.  :  :  :  :  :T®yc  j  : 

Or  :LCA:!ROLT-: AFJSL'iClia.tDato  of:  L«a««:  Anma.lt  LOCAIIONjHkm  of  Sab-Loasae: 


:  Yal'io  cf  ,3jJ>-Le»*or,l 


Gr^rt: 


_2£0 


:  Leas.  : Years:  Bant 


tor  to  whoa  T***>A 


"Isterott  ir. 

ittori 


tae>: 


I 


^0  tCLl 


•»  •  •$ 


No. 5 09 8 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  Re/, 


LITE  STOCK  SHC5FJEB 
SCHCTOIE  "D" 


No. 

• 

• 

i 

ft 

ft 

Value 

> 

Bulls,  Hawaiian 

:$ 

• 

Bulls,  Imported 

• 

• 

• 

• 

Cattle,  (Herd)  Hawaiian  Stock 

: 

including  Calves 

i 

% 

m 

Cattle,  (Herd)  foreign  Stock 

2 

* 

including  Calves 

2 

• 

♦ 

Cattle,  (Working) 

• 

i 

• 

« 

Cattle,  (Milch  Cow)  Hawaiian  Stock:' 

! 

ft 

ft 

Cattle  (Milch  Cow)  Foreigh  Stock 

ft 

24 

• 

• 

Horses,  (Native)  3roker. 

ft 

• 

S40.C0 

horses  (Foreign)  Broken- 

ft 

ft 

Celts 

• 

6c.oc 

6 

• 

# 

«-w?ee6  (Herd)  Nnfcroken  10 

ft 

ft 

ft* 

• 

Stallions,  Native 

ft 

ft 

ft 

ft 

Stallions,  Fore  ism 

ft 

13 

••1 

[old  from  Herd 

iBrocd  Mares,  Native  zQ 

• 

• 

260.00 

ft 

• 

Brood  Mares,  Foreign 

2 

2 

Jacks,  Imported  and  Native 

ft 

• 

260.0c 

o 

* 

• 

Donkeys.  Native  10 

ft 

ft 

20.00 

24 

ft 

• 

Mules.  Native  "broken  5*5 

2 

1320.00 

64 

• 

Mules,  Foreign  150 

ft 

ft 

9600.00 

e 

• 

• 

Native  unbroken  55 

ft 

ft 

2SO.00 

2 

Sheep* 

ft 

ft 

• 

• 

Pigs 

ft 

ft 

ft 

ft 

Poultry 

_ l— 

Total  .  . . 

.  $  12640.00 

NO. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


V&ltUB 


BEAL  AND  PERSONAL  PBOPEHTI 
(Not  included  in  foregoing  Schedules) 
_ SCHEDULE  E. _ _ 


fjrz 


Agricultural  Implements  and  Toole 
Mechanics1  Toole  B(s 

Building  Material 
Cash  in  hand  &  Baric 

C  oal  15Q _  T  one  17 

♦Fences 
[Feed 
Firewood 
♦Flume  e 

Fuel  Oil 

Furniture  and  Fixture e) 

Household  Furniture  ) 

Growing 

Crop  of  Cane . Crop  of  191J  Acres 

*  "  "  Crop  of  1914  * 

■  ■  *  Crop  of  1915  11 

Crop  of  Taro  n 

*  «  Bananas  ■ 

*  n  Vegetables  n 

*  "  Blneapples-See  Schedule  H. 


$ 


5,000 

1,500 


i6.sla.30 

12,067. 

2,0GC< 
l  None 


. . . . •*••♦••• 

’•  "  ANT  other  hind .  B 

Gpods,  feres,  and  Merchandise 
of  what  general  hind 
Goods ,  feres  and  Merchandise 
of  what  general  kind 
.-Goods,  feres  and  Merchandise 
'of*  what  general  kind 
Goods,  Wares  and  Merchandise 
of  what  general  kind 
Goods,  Wares  and  Merchandise 
on  consignment 
Eides  or  Skins 

■♦Irrigating  Ditches  and  Waterways 

Laboratory 

♦Lime  Kiln 

Lime 

Machinery,  Sugar 
«  Pur© 

n  Other  than  Sugar  and  Puqp 
Maps  and  Chart  s 
Plantation  Supplies  Mill 

Paddy . Tons . 

Patents,  Contracts  and  Franchises 
♦Pipe  Line 8 

♦RaII. roads  14  Miles  St  p.  Track 

Amount  carried  forward  . . 


200,000 


2,000 


130,000 

70,000 


ii,500 


£o-Q2fl- 


1,046,325-30 


No -5098 

Kekaha  Sugar  Co.,  Limited,  Auuellant 

VS .  • 

David  H.  Blair,  Commissioner  of  Int . 


Rev. 


♦ 


KEAL  AND  PERSONAL.  FBOPEKPT. 
Schedule  nEn  (Continued) 


5T3 


Value 


Amount  orco^ut  forward 
Hollins  Stock 
’•Reservoirs 

Bice . .Tens 

♦Hoads  and  Bridges 

Sadd_ss  and  Harness 

St  ear.  Plows,  including  Spares 

Ships,  Tassel  s-at‘4  hone  or  abroad 

♦Stor:n  Water  and  Brain  Ditches 

Scows  and  -Landing 

Sugar  or  Molasses  lol  Tons 

Sugar  3ag8 

Telephones  and  E]?*etFie-£i*hi  Plant 
♦Turns Is 
*Wat  er  Works 

♦Water  Supply  Pipe  Line 9 
♦Water  Cisterns 
♦Wells 

Wool. . . Tons 

Yachts  and  Boats 

.411  ether  Property  net  Included  in  above  Sched. 
Powder  Caps  &  Fuse 
Cenbnt 

k hi  eih**?*  Property  included  in  ahev^  eehedeiet 
Distillate  &  Drums 
Fertilizers 


$1,049,328.30 

30,000, 

3,0C0. 


375. 

8,000. 


10,364.51 

852. 

500. 


124.60 

1,071-55 


Total 


v.$1,108,502.96 


No. 5098 

Kekaha  Sugar  Co.,  Limited  Appellant 

VS. 

David  H.  Blair,  Commissioner  of  Int. 


Rev. 


SUMMARY 


SPECIFIC  T&XES 


No. 5098 

Kekaha  Sugar  Co.,  Limited,  Appellant 

Vs. 

David  H.  Blair,  Commissioner  of  Int.  Rev. 


HOLDING’S  IN  CORPORATIONS. 


Sff 


(Give  list  of  Corporat ions,  Number  of  Shares  Held  in  Hast  &  Vain©  Thereof 

* 

_ _  _  Taxpayers  Value  t  Assessor^  Vain© 

255  Shares  Kauai  Telephonic  Co*  $  ^50  ;  $ 

SIS  n  Sugar  Factors*  Company  91*200 


Total 


$  92,650. 
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'Form  D-FP 


\f& 


OFFICE  OP 

ASSESSOR  AND  COLLECTOR  OP  TAXES 

8 


Koloa,  Kauai,  March  26,  191^. 

Kekaha  Sugar  Company, 

Kakaha,  Kauai. 

Dear  Sirs 

In  accordance  with  Section  1243  of  theuRevised  Law^  of 
Hawaii  as  mended  by  Act  89  of  the  Session  Laws  of  1905,  y<j>u 
will  please  take  notice  that  certain  items  in  your  Property 
Tax  return  have  not  been  a.ocepted  by  the  Assessor, .  the  sa:jie 
being  changed  as  follows: 


R.P. 

Or  L.A.C.  DESCRIPTION  OP  AS  RETURNED  AS  CHANGED 

Grant  PROPERTY  BY  YOU  BY 

_ ASSESSOR 


The'  combined  property  of  the 
enterprise  for  profit,  known 
as  Keloiha  Sugar  Company,  assessed 
for  taxation  as  a  whole,  minus 
the  value  of  a ID  shares  in  other 
Hawaiian  Corporations  and  value 
of  all  property  specifically  taxed 

Increase  in  value 


Fixed  at  $1,725,000. 


$1,500, ooo. oq 

250,000.00 

$1,750,000.00  $1,750,000.00 


If  you  have  any  reason  to  offer  why  the  return  should  not  stand 
as  changed,  please  call  at  the  Tax  office  at  your  earliest  convenience. 

You  are  privileged  to*note  an  appeal  from  the  above i assessements 
by  filing  due  notice  thereof  with  the  Assessor  on  or  before  the  1st 
day  of  May  next,  otherwise  no  changes  whatsoever  will  be  Allowed  in 
said  assesments. 


Yourc  respectfully, 

(3GD)  J.  K.  PARLEY 

Deputy  Assessor. 
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i 


PROPERTY  OWNED  WHICH  T3  NOT  TAXABLE  IN  THIS  DISTRICT 
(Oivc  Detailed  list,  Heine  and  Location) 


ff7 


Taxpayer*  3  Value  :  Assessor's  Value 


Total 


/• 

v 

*p 


A 

v 


THE  VALUE  ON  ALL  PROPERTY  ON  WHICH  SPECIFIC  TAXES  ARE  LOTTED. 

(Give  Description  of  Property ) . 


Taxpayers  Value  :  Assessor's  Value 


4 

2  -  wheel  Cart3  ) 

5 

4  -  'vheel  Trucks  ) 

and  wagons  : 

1000 

00 

l 

Cadillac  Runabout 

1000 

00 

Totel  02000  %  00 
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STATEMENT  OP  ASSETS  AND  LIABILITIES 


ASSETS 


Real  Estat 

Leaseholds 

House 3  and  Buildings 

Mill  Buildings 

Mill  Machinery* 

Power  Stn„  k  Elect.  Pumps 
All  other  Machinery 
Tools  and  Implements 

Rolling  Stock 

Railroads  and  Equipments 
Flumes,  Ditches,  Pipe  Lines,  etc. 
Pences  Roads  and  Bridges 
Live  Stock 

Furniture  and  Fixtures 
Pumping  Plants,  Wells  and  Reservoirs 
Scows  and  Landings 
Growing  Crops 

Carts,  Wagons,  Harness,  etc. 

Produce  Abroad  and  in  Mill  Sugar 
Credit  with  Agents  . 

Bills  Receivable 
Accounts  Receivable 
Accrued  Interest 
Sinking  Fund 
Bonds 

Holdings  in  other  Corporations 
Me  rchnndise 
Cash  In  Hand 
Cash  In  Bank3 
Profit  and  Loss 

All  other  Assets 
Kekaha-Waimea  Ditch 
Lime  Kiln 
Steam  Plows 

B* Smith  Shop  Machinery 
Waimea  Ditch  Extension 
New  Elect.  Pump  k  Station 


Total 


$  500.00 


50 i  000. 
150,000. 

8*p  f  000  • 

^,000. 

5S,000. 

0,000. 

!,000. 
,250. 
300. 

44. 000. 

524,791.50 
£,375. 
ip,364 .51 
164,128.24 

1,288.74 


8 


0,000.00 


92,650. 

, 002 . 15 
209.50 
6,431.80 


210,000. 

2,000. 

■p,ooo. 

1,000. 

5,238.54 

2,880.02 


.  .  $1,535,410.00 
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KT  TH2  CLOSE  Q7  BUSINESS,  Decanter  31,  1912 


1 


Limzxjsns 

Capitol 

$  1,900,000. 

Sends 

Bill*  Payable 

l&BS»Uen»ouc  Aeoountfc  Payable 

3,666.73 

Doa  Agents 

Qrqpoid  Drafts 

16,246.12 

Unpaid  l&ges 

**,615.55 

Unpaid  Dividends 

Aoereed  Interest 

Outstanding  Contracts 

Deposit* 

Sorpluo  or  Soservo 

Prefit  and  Lees 

10,462*70 

All  fitter  Liabilities 

Sugar  Mid  1913  Crop 

412.90 

1 

Total  . . i . . 
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PHQFIT  MID  LOSS'  ACCOUNT 
As  of  December  3-» 


DR; 


1912 

*• 


CR« 


Balance  December  Jl,  ±52G  1$13J 
Expenses  &  Income  Tax 
Interest 

Bad  Debts  written  off 
■Dividends  Paid 

Depreciation 

Surplas  converted  into 

capital 


i  ^  :  Balance  Dec.  31,  i£29  1911 

534, 2*3.51  :  Gross  receipts  for  the  year 
:  ending  Dec.  31|  1512 

4,510.32  x 
400,000.00  S 
25,23g;oi  t 
t 

700,000.00  : 

: 


$033,209.21- 

1.075,285.73 


Balance 

Total  . 


10.-r5s.70  : 


Balance 


*1.703,494.94  :  Total 


$1,703, 494.94 


SCHSBCIE  "L" 


Orosf  Beoeijjts 
BuirJ.r.g  Sxper.eos 


1905  1910  1911  1512 

191s  1915  1980  1521 

$5 72,577 .07  i  $  990,118.84  i  $1,078,401.21  t  $1,076,285.73 
424,290.55  *  543,204.55  :  543.087 .85  :  533,733-40 


Net  Profits 


$24s,£8£.' 2  :  $  446,914.29  :  $  535,313-3°  s  $  535,486.33 


Note:-  If  Crop  System-  is  -used,  give  figures  accordingly;  otherwise  yearly  figures. 
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BSOOB  C30P3  OF  C^Oi 
SCHEDULE  "2" 


ft/ 


Cana  eF>?ir»e*?)le :  Cana  e»-?lr.ewst.ie 
Land  -ar-der  eul-  :  Tend  not  andcr 
ti vat  ion.  ;•  cultivation. 

‘  croo  ;  A  cro  s . 


Oj'aor  lend* 
Acres 


Tct^l  Acres 


lends  2a Id  in  foe  ample  : 
lends  leased  : 


*  3i 


371  . 


CrOp  Eat  irate d 
irop  Aetna! 
Crop  Eetio&tel 


YAHE 


Description 


Plant  Cane  «r-?in4-  ;) 

a.s.-le-  Crop  ef  l?iS  1313s) 
Long  liatocr.a  Crop  :) 

of  1513  :? 

SLcrt  Patccna  Crop  : 

of  l'?22  191?  : 

Plant  Ccno  «i»PfcR#-  : 

Crop  of  lp*3  1314: 
Ac  U3  ,  : 

Icr©  Eatocr.s  Crop  of  r 

1923  l$l4  (517  * 

S«nrt  -ntccr.3  t  - 

Crop  of  *923  (c73  ,  : 

191ra_  (Via  -: 

"la..*.  Cans  «s*  Sir*"-.*: 
Crop  of  i&a4  1313  *■'  : 

tcr:£j  ratoons  Cro-  of  : 

ir-1-  ISIS?  *  : 

S!.rr;  Pattens  Cro;.  cf  : 

1313  :* 


Dotal 


319,1^0 
194,1 £0 

1J2C 

31.C20 

27  ./V'S> 

4,1*0 

377,320 


ESTE3I2ED  YIELD 


Tons  per  Icro 


4  n-.:it_6  old 

5  nsntl.e  old 

» 


Total  Tca-a^e 
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SCHEDULE  "I* 


Ml 

Information  required  from  Corporations,  Pirns  of  Individuals  ir.  estimating  aggregate 
valve  cf  the  combined  property  whi cb  is  the  "basis  of  Bvsiziess  Enterprise  lor  Profit, 
repaired  by  Sections  t£*ixaadbci£5it^ xifcxinoci^i^*  1216  d  1228  &  Act  8S  S.L*  1905 


STATEMENT  OF  PERSON  MAKING  THE  RETURNS  FOR  PAST  YEAE8  EUS  litfSfe  :  Amount 

_ ____  _ _  _  _  » _ 


Amount  cf  Gross  P.eceipts  or  Proceeds  for  the  year  to  De comber  31 , 

iSfci  1$12 

Total  Amount  cf  Inventory,  Dec*  31>  t£K*  1512 

Total  Actual  Punning  Expenses  for  the  Tear  ending  Deoember  31»  ) 

(See  note  "below  1312)  Exclusive  of -Inc.  Tax  ) 

Total  Actual  cost  of  Crop  Harvested  during  Y03X  ending  Deo*  pi#  i£2i) 
1$12  (See  note  below)  ) 

Amount  of  ZTet  Profits  for  the  Year  Ending  Dec.  31*  1912 

Amount  Paid  in  Diridends  during  the  Year  ending  Dec.  3l»  I$l2 

Amount  of  Bonded  Indebtedness  on  January  l,h$c&  1913 
Paid-Up  Stock  January  1,  i$Scx  1913  So*  of  Shares  15000  Market  Price 

per  Share_  $ 

Assessable  Stock  January  1,  i£2£  1513  ^6.  Shares  Market  Prise 

Per  Share  $ 

Capital  1,50c, XC.-*  Paid-Up  Capital  same 


$1,075,285.73 


539,75?  •‘to 

536,436.33 

4OC,C0C .00 


Total 


$ 


Notet  If  Crop  System  is  used,  give  figures  accordingly;  otherwise  yearly  figures  ♦ 


> 


SCHEDULE  "K* 

It  is  required  that  this  Schedule  contain  Description,  Location  cf,  and 
Value  Received  for  all  Peal  Property  Sold,  Exchanged  or  in  any  way  Disposed  of, 
Daring  the  -Preceding  Year* 


HP  • 


L.  C .  A  * 


Date  ;  Value 

Location  of  Property  :  Name  of  Purchaser:  Area:  Class ig^ie  :cetve4 

$ 


Total 
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TERRITORY  OP  HAWAII  , 

)  SS. 

aixjCTtta  County  of.  ) 
Honululu.  Kauai  ) 


The  unde reigned,  being  first  duly  sworn,  ‘deposes  and 

says:  That  he  Is  _ _  _ of  the  _ 

,  that  he  is  duly  qualified  to  sign  for  ani  on  behalf 
of  said  corporation:  that  of  hie  own  knowledge  he  has  returned 
all  the  property  owned,  in  the  possession  of  or  under  the  control 
of  said  corporation  subject  to  taxation  under  the  laws  of  the 
Territory  of  Hawaii,  and  to  the  best  of- his  knowledge  and  belief 
the  fail  cash  value  returned  by  him  for  and  on  behalf  of  said 
corporation  to -e.ach  of  the  items  and  the  valuation  of  such  pro¬ 
perty  fi.s  an  enterprise  for  profit  are  correct.. 


Sworn  to^befcfcre  pe  this  day  of  January,  A.D.  2222  1913. 


Deputy  Assessor. 
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Exhibit  ZY. 


Date 

Suriter  Shares 

Mar. 

14,  1910 

50 

Nay 

13,  1910 

30 

• 

31,  1210 

15 

June 

2,  1910 

18 

AUg. 

1,  1910 

SO 

HOT. 

a,  i9io 

10 

May 

a,  i9u 

13 

Aug. 

13,  1911  • 

25 

Aug. 

15,  1911 

50 

Aug. 

29,  1911 

20 

8«pt. 

1,  1911 

25 

a 

6,  1911 

5 

Oat. 

6,  1911 

10 

« 

31.  1911 

5 

Kov. 

8,  1911 

10 

a 

23,  1911 

10 

Dec. 

13,  1SU 

5 

y«b. 

33,  1913 

5 

•  • 

33,  1913 

50 

Har. 

25,  1912 

25 

Apr. 

18,  1913 

15 

June 

23,  1912 

35 

# 

22,  1912 

31 

Sept. 

38,  1912 

15 

to 

28,  1912 

15 

« 

28,  1913 

30 

0 

30,  1913 

100 

Qct. 

3,  1913 

40 

a 

5,  1913 

,  8 

Nov. 

14,  1913 

'  60 

» 

27,  1312 

18 

Deo. 

31,  1913 

5 

Mar. 

3,  1913 

10 

* 

13,  1913 

5 

July 

25,  1913 

25 

Out. 

29,  1913 

25 

Jan. 

14,  1914 

30 

0 

23,  1914 

5 

8 

39,  1914 

15 

Fob. 

10,  1914 

15 

A 

20,  1914 

89 

Mar. 

14,  1914 

63 

Sept. 

14,  1914 

19 

JezifiSL 


$220,00 
•00 
•00 
•00 
0.00 
205.00 
£10.00 

317.50 
220.00 
228.00 
~~.oo 

.00 
.00 
.00 
230.00 
385.00 
•00 
•00 
1.00 
.00 
300.00 
300.00 
300.00 

380.00 

220.00 

380.00 

320.00 

315.00 

315.00 

157.50  (St.div. 
155.00  Nov.  1, 


150.00 
150.00 
150.00 
85.00 
90.00 
85.00 
90.00 

90.00 

e£so 

1139.00 


87#) 


No. 5098 

Kelcaha  Sugar  Co.,  Limited,  Appellant 

VS  . 

David  H.  Blair,  Commissioner  of  In tf.  Rev. 


Skg 


m&LKLum 


(Continued) 


Hot.  1,  1914 

6 

Feb.  1,  1915 

10 

Mar. 30,  1915 

9 

July  15.  1915 

Sept.  30,  1915 

Oct.  2,  1915 

s 

45 

•  20,  1918 

100 

SOT.  15,  1915 

30 

Deo.  15,  1915 

15 

•  31,  1915 

18 

#135.00 

137.50 
149*00 
165*00 
155.00 
150.00 

157.50 
170.00 
175.00 

172.50 


(*0?£R1AL  S2AL)  P.  H.  '  BURNS TT, 

lotary  Public  la.  and  for  the  City 
and  County  of  Honolulu,  Terri¬ 
tory  of  Hawaii. 


f  I 
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i 

566  Be  it  remembered  that  the  foregoing  stajement 
of  evidence  and  exhibits  contain  the  substance  of 
all  the  evidence  given  on  the  hearing  on  this  appeal  and 
of  the  proceedings  on  this  appeal,  and  in  order  that  same 
may  be  preserved  and  made  of  record  this  statement  of 
evidence  is  duly  stated,  approved  and  signed,  and  Ordered 
to  be  made  of  record  in  this  proceeding. 

This  6th  day  of  November,  1929. 

By  the  Board. 

PERCY  W.  PHILIPS!, 

Member. 

Service  of  the  foregoing  1  &  2  bills  is  acknowledged  this 
5  day  of  August,  1929.  | 

C.  M.  CHAREST, 

General  Counsel  of  Internal  Revenu 4, 

Attorney  of  Respondent. 

Now,  November  8,  1929,  the  foregoing  statement!  of  evi¬ 
dence  certified  from  the  record  as  a  true  copy. 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBL^. 

Clerk ,  V.  S .  Board  of  Tax  Appeals. 


567  United  States  Board  of  Tax  Appeals.  Filed  Oct.  25, 

1929. 

United  States  Board  of  Tax  Appeals. 


Docket  No.,  15435. 

Kekaha  Sugar  Company,  Limited,  Petitioner, 


v. 


Commissioner  of  Internal  Revenue,  Respondent 

Praecipe. 

The  petitioner,  Kekaha  Sugar  Company,  Limited,  by  its 
attorney,  W.  W.  Spalding,  requests  the  Clerk  of  the  United 
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States  Board  of  Tax  Appeals  to  make  up,  prepare,  and  file 
with  the  Clerk  of  the  Court  of  Appeals  of  the  District  of 
Columbia  in  accordance  with  the  rules  of  said  Court,  a 
transcript  of  the  record  in  the  above  case,  as  follows: 

1.  The  docket  entries  of  proceedings  before  the  Board  of 
Tax  Appeals. 

2.  Pleadings,  exhibits,  and  other  papers  filed  by  peti¬ 
tioner  or  respondent',  including  the  petition  for  review. 

3.  Findings  of  fact,  opinion,  and  decision  of  the  Board  of 
Tax  Appeals. 

4.  Orders  entered  by  the  Board  of  Tax  Appeals,  includ¬ 

ing  the  order  of  redetermination. 

568  5.  Approved  statement  of  evidence  presented,  in¬ 

cluding  the  stipulations  made  part  thereof. 

6.  This  praecipe. 

This  October  25,  1929. 

\V.  W.  SPALDING, 

Counsel  for  Petitioner , 

1021  Tower  Building ,  Washington,  D.  C. 


Service  of  a  copy  of  this  praecipe  is  acknowledged  this 
October  25,  1929. 

C.  M.  CHAREST, 

General  Counsel  of  Internal  Revenue. 


Now,  November  8,  1929,  the  foregoing  praecipe  certified 
from  the  record  as  a  true  copy. 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBLE. 

i  Clerk ,  U.  S.  Board  of  Tax  Appeals. 

569  United  States  Board  of  Tax  Appeals. 

Docket  No.,  15435. 

Kekaha  Sugar  Company,  Ltd.,  Petitioner, 

v. 

Commissioner  of  Internal  Revenue,  Respondent. 

Order  Enlarging  Time. 

On  motion  of  counsel  for  the  petitioner,  it  is 
Ordered  that  the  time  for  preparation  of  evidence  and 
transmission  and  delivery  of  the  record  sur  petition  for 
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review  of  tlie  above  entitled  proceeding  in  the  Court  of 
Appeals,  District  of  Columbia,  be  and  it  is  hereby  extended 
to  November  18,  1929.  j 

(Signed)  BENJAMIN  H.  LITTLETON. 

Member  U.  S.  Board  of  Tax  Appeals. 

Dated  Washington,  D.  C.,  September  18,  1929. 

A  true  copy  teste : 

[Seal  U.  S.  Board  of  Tax  Appeals.] 

B.  D.  GAMBLE. 

Clerk,  U.  S.  Board  of  Tax  4pveals. 

\ 

\ 

Endorsed  on  cover:  Board  of  Tax  Appeals.  |No.  5098. 
Kekaha  Sugar  Company,  Limited,  appellant,  vs.  Robert  H. 
Lucas,  Commissioner,  &c.  Court  of  Appeals,  District  of 
Columbia.  Filed  Nov.  13,  1929.  Henry  W.  Hodges,  Clerk. 
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KEKAHA  SUGAR  COMPANY,  LTD.,  Petitioner, 


ROBERT  H.  LUCAS,  Commissioner  op  Internal 

Revenue,  Respondent. 

I  " 


BRIEF  FOR  PETITIONER. 


W.  W.  SPALDING, 

Counsel  for  Petitioner, 

• «  *  ■  )  ^  ' ■ 

Washington,  D.  C. 


MASON,  SPALDING  &  McATEE, 

/  ’  *  Of  Counsel .■ 
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Previous  opinion . 

Jurisdiction  . 

Questions  presented . 

Statutes  involved . 

Section  212  of  tlie  Revenue  Act  of  191S . 

Sections  327  and  228  of  the  Revenue  Act  of  191S . 

Section  1003  of  the  Revenue  Act  of  1926 . 

Statement  of  facts . 

Petitioner's  books  of  account  (which  included  the  allocation  of 
rentals  paid  in  1918  to  the  three  crop  years  of  1918.  1919.  and 
1920)  clearly  reflected  its  income  within  the  meaning  of  Sec¬ 
tion  212  of  the  Revenue  Act  of  1918.  This  question  affects 
the  deductibility,  for  1920.  of  the  item  of  $38,053.22.  rental 

allocated  by  petitioner  to  that  year . 

Section  212  of  the  Revenue  Act  of  1918 . 

Nichols  v.  Coolidge,  274  U.  S..  531 . 

Tyler  v.  United  States.  Advance  Opinions  of  the  Supreme 

Court.  No.  13.510 . 

Petitioner's  accounting  method  (which  included  the  allocation 
to  1920  of  $30,000,  the  amount  paid  for  the  right  to  the  use 
and  occupancy  of  the  plantation  for  the  month  of  April. 
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OCTOBER  TERM,  1929. 


No.  5098 


KEKAHA  SUGAR  COMPANY,  LTD.,  Petitioner, 


v. 


ROBERT  H.  LUCAS,  Commissioner  of  Inter! 

Revenue,  Respondent. 


NAL 


BRIEF  FOR  PETITIONER. 


May  it  please  the  Court  : 

i 

I 

This  is  an  appeal  from  a  decision  of  the  Board  of 
Tax  Appeals  holding  that  petitioner  was  liable  for  a 
deficiency  of  income-excess  profits  taxes  for  1920  in  the 
amount  of  $51,475.23.  The  appeal  has  been  brought 
to  this  Court  by  stipulation  of  the  parties,  in  accord¬ 
ance  with  Section  1002 (d)  of  the  Revenue  Act  of  1^26 
(Rec.  48). 
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Previous  Opinion. 

The  previous  opinion  in  the  present  case  is  that  of 
tlie  United  States  Board  of  Tax  Appeals,  reported  in 
13  B.  T.  A.  690  (Bee.  31-46).  It  was  promulgated 
October  1,  1928. 


Jurisdiction. 

The  appeal  in  this  case  involves  an  alleged  deficiency 
of  income-profits  taxes  for  1920.  The  order  of  re¬ 
determination  was  entered  on  February  15,  1929  ( Rec. 
47).  By  agreement  of  the  parties  this  appeal  was 
prosecuted  to  this  Court  under  Section  1002(rf)  of  the 
Revenue  Act  of  1926  (Rec.  48). 

Questions  Presented. 

The  questions  presented  for  decision  are : 

1.  Did  petitioner’s  books  of  account  (which  included 
the  allocation  of  rentals  paid  in  1918  to  the  three  crop 
years  of  1918,  1919  and  1920)  clearly  reflect  its  in¬ 
come  within  the  meaning  of  Section  212  of  the  Revenue 
Act  of  1918?  This  question  affects  the  deductibility 
for  1920  of  the  item  of  $38,053.22,  rental  allocated  by 
petitioner  to  that  year. 

2.  Did  petitioner’s  accounting  method  (which  in¬ 
cluded  the  allocation  to  1920  of  $30,000,  the  amount 
paid  for  the  right  to  the  use  and  occupancy  of  the 
plantation  for  the  month  of  April,  1920)  clearly  reflect 


3 


its  income  within  the  meaning  of  Section  212  of 
Revenue  Act  of  1918? 


the 


3.  Was  petitioner  entitled  to  have  its  excess-profits 
taxes  for  1920  determined  and  assessed  under  Section 
328  of  the  Revenue  Act  of  1918?  j 

We  submit  as  our  assignment  of  errors  the  errone¬ 
ous  ruling  of  the  lower  tribunal,  adverse  to  petitioner, 
upon  each  of  the  foregoing  questions. 


Statutes  Involved. 


The  statutes  involved  on  this  appeal  are  the  follow¬ 
ing: 


First  question  above:  Sec.  212  of  the  Revenue 
of  1918'. 


Act 


4  4  The  net  income  shall  be  computed  upoi}  the 
basis  of  the  taxpayer’s  annual  accounting  period 
(fiscal  year  or  calendar  year,  as  the  case 


mav 


be)  in  accordance  with  the  method  of  accounting 

such 
ting 


regularly  employed  in  keeping  the  books  of 
taxpayer;  but  if  no  such  method  of  accour 
lias  been  so  employed,  or  if  the  method  em¬ 
ployed  does  not  clearly  reflect  the  income,  the 
computation  shall  be  made  upon  such  basis  and 
in  such  manner  as  in  the  opinion  of  the  Commis¬ 
sioner  does  clearlv  reflect  the  income.  Ifj  the 

*  .  j 

taxpayer’s  annual  accounting  period  is  other 
than  a  fiscal  year  as  defined  in  section  200  or 
if  the  taxpayer  has  no  annual  accounting  period 
or  does  not  keep  books,  the  net  income  shall  be 
computed  on  the  basis  of  the  calendar  year.” 


\ 


> 
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Second  question  above:  Section  212  of  the  Revenue 
Act  of  1918,  supra. 

Third  question  above:  Secs.  327  and  328  of  the  1918 
Act,  and  Sec.  1003  of  the  1926  Act. 

“Sec.  327.  That  in  the  following  cases  the 
tax  shall  be  determined  as  provided  in  section 

OOQ .  *  *  * 

•Jm.  O  « 

“( d )  Where  upon  application  by  the  corpora¬ 
tion  the  Commissioner  finds  and  so  declares  of 
record  that  the  tax  if  determined  without  bene¬ 
fit  of  this  section  would,  owing  to  abnormal 
conditions  affecting  the  capital  or  income  of  the 
corporation,  work  upon  the  corporation  an  ex¬ 
ceptional  hardship  evidenced  by  gross  dispro¬ 
portion  between  the  tax  computed  without  bene¬ 
fit  of  this  section  and  the  tax  computed  by 
reference  to  the  representative  corporations 
specified  in  section  32S.  This  subdivision  shall 
not  apply  to  any  case  (1)  in  which  the  tax  (com¬ 
puted  without  benefit  of  this  section)  is  high 
merely  because  the  corporation  earned  within 
the  taxable  year  a  high  rate  of  profit  upon  a 
normal  invested  capital,  nor  (2)  in  which  50 
per  centum  or  more  of  the  gross  income  of  the 
corporation  for  the  taxable  year  (computed 
under  Section  233  of  Title  II)  consists  of  gains, 
profits*  commissions,  or  other  income,  derived 
on  a  cost-plus  basis  from  a  Government  con¬ 
tract  or  contracts  made  between  April  6,  1917, 
and  November  11,  1918,  both  dates  inclusive. 

“Sec.  328.  (a)  In  the  cases  specified  in  sec¬ 
tion  327  the  tax  shall  be  the  amount  which  bears 
the  same  ratio  to  the  net  income  of  the  tax¬ 
payer  i(  in  excess  of  the  specific  exemption  of 

i 

( 

( 

i 


5 


$3,000)  for  the  taxable  year,  as  the  average  tax 
of  representative  corporations  engaged  in  a  like 
or  similar  trade  or  business,  bears  to  their 
average  net  income  (in  excess  of  the  specific  ex¬ 
emption  of  $3,000)  for  such  year.  In  the  case  of 
a  foreign  corporation  the  tax  shall  be  compared 
without  deducting  the  specific  exemption  of 
$3,000  either  for  the  taxpayer  or  the  represen¬ 
tative  corporations. 

“In  computing  the  tax  under  this  section  the 
Commissioner  shall  compare  the  taxpayer  ojily 
with  representative  corporations  whose  invested 
capital  can  be  satisfactorily  determined  under 
section  326  and  which  are,  as  nearlv  as  mav  be, 
similarly  circumstanced  with  respect  to  gross 
income,  net  income,  profits  per  unit  of  business 
transacted  and  capital  employed,  the  amount 
and  rate  of  war  profits  or  excess  profits,  and 
all  other  relevant  facts  and  circumstances.  T 

“Sec.  1003.  (a)  The  Circuit  Courts  of  Ap¬ 
peals  and  the  Court  of  Appeals  of  the  District 
of  Columbia  shall  have  exclusive  jurisdiction 
to  review  the  decisions  of  the  Board  (except 
as  provided  in  section  239  of  the  Judicial  Code, 
as  amended);  and  the  judgment  of  any  sr.cli 
court  shall  be  final,  except  that  it  shall  be  sub¬ 
ject  to  review  by  the  Supreme  Court  of  the 
United  States  upon  certiorari,  in  the  manner 
provided  in  section  240  of  the  Judicial  Code,  as 
amended. 

“(b)  Upon  such  review,  such  courts  shall 
have  power  to  affirm  or,  if  the  decision  of  the 
Board  is  not  in  accordance  with  law,  to  modify 
or  to  reverse  the  decision  of  the  Board,  with  or 
without  remanding  the  case  for  a  rehearing, 
as  justice  may  require.” 


) 


Statement  of  Facts. 


Petitioner  is  a  sugar  planter  and  manufacturer  on 
the  Island  of  Kauai,  one  of  the  Hawaiian  group.  It 
has  been  so  engaged  continuously  since  its  organiza- 
tion  in  189S.  Its  principal  place  of  business  is  at 
Honolulu,  Territory  of  Hawaii.  The  taxable  vear  here 
involved  is  1920.  The  subject-matter  of  this  litigation 
is  additional  income — profits  taxes  for  that  year. 

Each  of  the  questions  here  turns  upon  its  own  facts. 
To  avoid  unnecessary  repetition,  a  statement  of  the 
facts  involved  in  each  proposition  will  be  made  im¬ 
mediately  before  the  discussion  of  the  proposition. 


Petitioner’s  books  of  account  (which  included  the 
allocation  of  rentals  paid  in  1918  to  the  three  crop 
years  of  1918,  1919  and  1920)  clearly  reflected  its  in¬ 
come  within  the  meaning  of  section  212  of  the  Revenue 
Act  of  1918.  This  question  affects  the  deductibility, 
for  1920,  of  the  item  of  $38,053.22,  rental  allocated  by 
petitioner  to  that  year. 

Wo  take  the  following  from  the  findings  of  fact  made 
by  the  Board  of  Tax  Appeals  (Rec.  34) : 

“In  the  Hawaiian  Islands  a  crop  of  sugar 
cane  takes  from  eighteen  months  to  two  years 
to  mature.  It  is  usually  planted  or  rattooned 
in  the  summer,  beginning  in  April  or  May,  and 
is  brought  under  cultivation  by  September.  It 
is  cultivated,  fertilized  and  irrigated  during  the 
second  year,  and  harvested  and  manufactured! 
into  raw  or  commercial  sugar  in  the  third  ye.ar. 
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During*  each  calendar  year  work  is  being  per¬ 
formed  on  three  separate  crops;  the  crop  that 
is  being  harvested;  the  crop  under  cultivation, 
which  was  planted  the  prior  year;  and  the  crop 
that  is  being  planted,  which  will  be  harvested 
two  years  thereafter.  The  petitioner,  with  tlje 
approval  of  the  Commissioner  of  Internal  Rev¬ 
enue,  has  for  many  years  kept  its  accounts  and 
made  its  Federal  income-tax  returns  on  the  so- 
called  ‘crop  basis’,  as  permitted  by  the  Treasury 
Regulations.  The  crop  basis  of  accounting  is 
very  generally  in  use  on  sugar  plantations 
throughout  the  Islands.  Under  this  system  of 
accounts  a  crop  is  treated  as  a  venture  and  an 
account  kept  for  each  crop.  All  expenses  in¬ 
cident  to  the  crop,  from  the  preparation  of  tli|e 
soil  to  the  harvest  and  manufacture  of  the  cane 
into  raw  sugar,  is  charged  to  the  crop  account 
and  all  receipts  from  the  crop  are  credited  to 
the  crop  account.  When  the  crop  is  harvested 
and  disposed  of,  the  account  is  closed  and  it  is 
then  determined  whether  there  has  been  a  profit 
realized  or  a  loss  sustained  from  the  crop.  Under 
this  system  of  accounting  there  are  items  qf 
expense  and  income  that  cannot  be  allocated  to 
any  particular  crop  and  are  properly  to  be  ac¬ 
counted  for  in  the  year  in  which  thev  are  iii- 
curred  or  received.” 

Petitioner’s  cane  lands  are  owned  in  fee  by  thje 
Territory  of  Hawaii  as  successor  of  the  Kingdom  of 
Hawaii.  On  June  1,  1890,  the  Kingdom  of  Hawaii 
leased  these  lands  to  V.  Knudsen  for  a  term  of  thirty 
years  ending  May  31,  1920.  Upon  the  organization  of 
petitioner  in  1898,  sub-leases  of  part  of  such  lands 
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were  transferred  to  it.  In  the  same  year  and  in  1907 

•> 

and  1918  other  rights  of  the  original  lessee  under  the 
lease  of  1890  were  acquired  by  petitioner. 

The  rentals  specified  in  these  subleases  were  per¬ 
centages — from  2 1 L*  per  cent  to  9  per  cent — of  the  sugar 
produced  froth  cane  grown  on  the  leased  lands  (Rec. 
35).  In  actual  practice,  petitioner  marketed  the  entire 
crop  of  each  year  and  paid  the  agreed  percentages 
of  the  proceeds,  in  dollars  and  cents,  to  the  lessor. 
Quoting  from  the  findings  of  fact  of  the  lower  tribunal 
(Rec.  36) : 

4  4  In  1918  the  petitioner  paid  as  rental  under 
the  sublease  $114,159.68,  representing  the  mar¬ 
ket  value  of  the  sugar  which  the  lessor  was  en¬ 
titled  to  receive  under  the  lease  from  the  crop 
of  that  year.  Upon  its  books  of  account  the 
petitioner  charged  one-third  of  such  amount  to 
the  1918  crop  account,  one-third  to  the  1919 
crop  account,  and  one-third,  $38,053.22,  to  the 
1920  crop  account.  Upon  its  income-tax  return 
for  1920,  it  deducted  the  amount  of  such  pay¬ 
ment  so  allocated  to  the  1920  crop.  In  deter¬ 
mining  the  deficiency  the  commissioner  refused 
to  allow  any  part  of  such  payment  as  cost  of 
the  1920  crop.” 

Sherwood  M.  Lowrey,  treasurer  of  petitioner  com¬ 
pany,  testified  as  follows  regarding  the  rental  pay¬ 
ments  (Rec.  88  and  89) : 

“Q.  From  the  knowledge  which  you  have  ob¬ 
tained  by  an  examination  of  the  books  which 
you  did  not  keep  for  years  prior  to  1920,  what 
was  the  practice  with  regard  to  charging  ren¬ 
tals  paid  in  a  given  year,  to  a  subsequent  year? 
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“A.  Those  rentals  were  distributed  to  j  tlie 
various  crops  under  cultivation  at  the  time. 

“Q.  Was  it  the  practice  to  take  the  rental 
actually  paid  or  allocable  to  a  given  piece  of 
land,  and  charge  that  to  the  year  or  crop  dur¬ 
ing  which  that  crop  would  naturally  be  har¬ 
vested  ? 

“A.  No,  the  rents  were  figured  out  in  ac¬ 
cordance  with  the  terms  of  the  lease — so  much 
rent  would  be  due  the  lessor.  During  any  one 
year  there  are  3  crops  under  way — that  is,  the 
crop  which  is  being  harvested,  the  crop  grow¬ 
ing  for  the  next  succeeding  year,  and  the  crop 
that  will  be  started  the  second  succeeding  \tear, 
from  the  crop  that  has  been  harvested  the  cur¬ 
rent  year.  Consequently  the  rent  paid,  j  al¬ 
though  during  a  part  year,  was  rent  paid  j  for 
the  use  of  land  for  the  3  crops.  | 

44  Q.  Suppose  for  1918  Kekaha  had  ^aid 
$100,000  for  all  its  rent,  and  that  20  per  (jent 
of  that  land  was  planted  during  1918  to  crop 
which  would  be  harvested  in  1920,  what  por¬ 
tion,  if  any,  according  to  your  crop  accounting 
basis,  would  be  charged  to  the  1920  crop? 

4  4  A.  According  to  our  particular  basis,  ione- 
third  would  be  charged. 

44Q.  And  that  would  be  regardless  of  the 
number  of  acres  actually  planted  to  the  1920 
crop  ? 

4  4  A.  Well,  planted  or  brought  into  that  c^op. 
Some  of  it  is  rattoons. 
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“Q.  In  other  words,  the  rent  was  split  three 
ways  ? 

“A.  Split  in  thirds,  for  the  reason  that  the 
rents,  although  determined  on  the  year’s  out¬ 
come,  was  for  the  use  of  the  3  crops.” 

C.  R.  Linden,  accountant  for  petitioner,  gave  the  fol¬ 
lowing  testimony  relative  to  the  treatment  on  the  books 
of  account  of  the  rental  payments  (Rec.  109) : 

“The  American  Factors,  in  keeping  its  books, 
uses  the  crop  system  of  accounting,  in  which 
each  crop  is  treated  as  a  separate  unit  for  ac¬ 
counting  purposes,  and  according  to  its  books 
the  Kekaha  Sugar  Company  has  always  used 
this  system.  The  rental  payment  made  in  1918 
by  the  Kekaha  Sugar  Company  was  $114,159.68, 
and  one-third  of  same  was  distributed  to  the 
crops  of  1918, 1919,  and  1920,  in  accordance  with 
the  practice  of  treating  such  payments  upon 
the  books.  When  an  item  is  carried  forward 
in  this  way  to  a  subsequent  year  or  years,  it  is 
capitalized  insofar  as  it  is  treated  as  a  de¬ 
ferred  charge  to  a  future  crop,  which  is  one  of 
the  capital  assets  of  the  company,  and  this  prac¬ 
tice  is  recognized  as  good  accounting.” 

Mr.  Linden  was  asked  whether  respondent’s  ruling 
appearing  in  his  notice  of  deficiency  of  March  13,  1926, 
as  to  the  proper  allocation  of  the  rentals  paid  in  1918 
was  consistent  or  inconsistent  with  petitioner’s  system 
of  accounting  (Rec.  26).  Quoting  from  his  testimony 
on  this  point  (Rec.  109) : 

“Q.  Mr.  Linden,  I  read  you  again  from  the 
deficiency  letter  in  this  case,  Schedule  2,  para- 
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graph  ‘D,’  ‘Rental  charges  adjusted,  $72,053.22. 
The  evidence  before  the  Bureau  shows  that  the 
rental  paid  in  1918,  $38,053.42,  had  been  deferred 
as  a  charge  against  your  1920  crop.  The  reptal 
paid  in  1918  was  based  upon  a  crop  harvested 
and  sold  during  1918  and  no  part  thereof  call  be 
considered  as  a  proper  charge  against  a  future 
crop.’  Is  that  finding  consistent  or  inconsistent 
with  the  system  of  accounting  that  was  em¬ 
ployed  by  this  company  in  1918  and  subsequent 
years  ? 

“A.  The  finding  is  inconsistent.’ ’ 

It  should  be  kept  in  mind  that  in  1918,  the  year  in 
which  the  rental  of  $114,159.68  was  paid,  petitioner ’s 
leased  lands  were  planted  in  three  crops,  viz.,  the  crpps 
of  1918, 1919  and  1920.  The  1919  crop  had  been  planted 
in  1917 ;  and  in  the  following  year  it  was  brought  under 
cultivation.  The  1920  crop  was  planted  in  the  sumrper 
of  1918. 

In  that  year  (1918)  a  part  of  the  leased  plantation 
was  actually  set  apart  for  planting  in  the  1920  crop. 
In  1919,  the  crop  of  1920  was  cultivated  and  in  the  fol¬ 
lowing  year  was  harvested,  manufactured  into  sugar, 
and  sold. 

Section  212  of  the  Revenue  Act  of  1918,  so  far  as  ijoa- 
terial  here,  provides : 

“The  net  income  shall  be  computed  upon  the 
basis  of  the  taxpayer’s  annual  accounting  period 
(fiscal  year  or  calendar  year,  as  the  case  may 
be)  in  accordance  with  the  method  of  accounting 
regularly  employed  in  keeping  the  books  of  such 
taxpayer;  but  if  no  such  method  of  accounting 
has  been  so  employed,  or  if  the  method  em- 
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ployed  does  not  clearly  reflect  the  income,  the 
computation  shall  be  made  upon  such  basis  and 
in  such  manner  as  in  the  opinion  of  the  Com¬ 
missioner  does  clearly  reflect  the  income.” 

It  is  conceded  in  the  record  that  petitioner's  method 
of  accounting  for  rentals  paid,  viz,  the  allocation  of 
such  rentals  to  the  three  crop  years,  was  regularly  em¬ 
ployed  in  its  books  of  account.  The  taxpayer  there¬ 
fore  has  been  entirely  consistent  in  its  treatment  of 

* 

these  outlays.  The  remaining  question  under  Section 
212  is  this:  Did  petitioner’s  accounting  system,  which 
included  such  allocation  of  rentals,  clearly  reflect  its  in¬ 
come?  The  facts  of  the  present  case  determine  the 
correct  answer  to  this  question. 

It  should  be 'noted  at  once  that  the  general  result 
will  be  substantially  the  same  over  a  period  of  years 
regardless  of  which  allocation  method  is  used,  pro¬ 
vided  only  that  consistency  of  method  be  observed. 
Under  petitioner’s  method,  one-third  of  the  rental  paid 
in  the  second  year  preceding  the  year  of  harvest  and 
one-third  of  that  paid  in  the  year  immediately  pre¬ 
ceding  the  year  of  harvest  and,  finally,  one-third  of  the 
payment  of  the  year  of  harvest  are  allocated  to  that 
year — three-thircls  in  all.  Similarly  100  per  cent,  or 
three-thirds,  of  the  rental  payment  of  one  year  are  al¬ 
located  to  the  year  of  harvest  by  the  method  adopted 
by  the  Board  of  Tax  Appeals.  While,  of  course,  there 
are  variances  in  amounts  as  between  vears,  we  submit 
that  it  cannot  be  said  that  petitioner’s  method  of  allo¬ 
cation,  which  was  consistently  used,  effected  a  distor¬ 
tion  of  income  for  the  year  of  harvest  or  any  other 


13 


year.  In  fact,  using*  a  period  of  years  as  the  test  |pe- 
riod,  the  result  will  be  the  same,  so  far  as  the  aggre¬ 
gate  amount  of  the  deductions  is  concerned,  whichever 
method  may  be  used. 

The  conclusion  reached  by  the  Board  of  Tax  Ap¬ 
peals  was  that  “the  rental  is  a  direct  charge  agaiinst 
the  crop  from  which  it  is  paid  and  is  deductible  as  a 
part  of  the  cost  of  that  crop”  (Bee.  43).  This,  I  we 
suggest,  is  an  incomplete  view  of  the  case.  While  i|  is 
true  that  the  rental  paid  each  year  was  a  definite  per¬ 
centage  of  the  crop  maturing  during  the  year,  this 
method  of  computing  the  rent  was  merely  the  meas¬ 
ure  of  the  amount  to  be  paid  annually  for  the  use  and 
occupancy  of  the  entire  leased  plantation.  In  1918, |  in 
addition  to  the  crop  maturing  in  that  year,  a  propor¬ 
tionate  part  of  the  plantation  was  used  for  the  culti¬ 
vation  of  the  1919  crop,  and  the  same  is  true  of  the 
1920  crop. 

It  cannot  be  assumed  that  petitioner,  as  tenant,  was 
given  the  free  use  and  occupancy  of  the  greater  p^rt 
of  the  plantation,  throughout  1918  or  any  other  yehr. 
In  point  of  fact,  the  rental  paid  in  1918  compensajed 
the  lessor  not  alone  for  the  areas  in  cultivation  in  the 

1918  crop  but  also  for  the  areas  in  cultivation  in  the 

1919  and  1920  crops.  A  proportionate  part  of  tihe 
crops  of  the  two  later  years  could  not  be  paid  in  1918 
because  those  crops  had  not  matured  in  that  year  ahd 
did  not  mature  until  1919  and  1920.  For  this  very 
practical  reason,  the  annual  rent  covering  the  entjre 
area  was  measured  by  the  crop  maturing  during  t[he 
year  paid. 
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It  is  literally  true  that  a  proportionate  part  of  the 
rent  was  paid  for  the  use  and  occupancy  of  the  land 
given  over  to  the  1919  and  1920  crops.  One-third  of 
the  total  payment  was  regarded  as  an  expenditure  re¬ 
lating  directly  to  the  1920  crop  and,  under  the  defini¬ 
tion  of  the  crop  method  of  accounting  appearing  in 
the  opinion  of  the  lower  tribunal,  was  properly  allo¬ 
cated  to  that  year.  Any  doubt  regarding  the  correct¬ 
ness  of  petitioner's  position  will  be  dissipated,  we  be¬ 
lieve,  if  it  be  kept  in  mind  that  while  the  annual  rent 
is  based  upon  the  maturing  crop,  this  was  merely  a 

i 

method  used  to  measure  the  amount  to  be  paid  for  the 
use  and  occupancy  of  the  entire  plantation.  Regard¬ 
ing  the  crop  system  of  accounting,  the  lower  tribunal 
has  this  to  say  (Rec.  34) : 

“The  crop  basis  of  accounting  is  very  gen¬ 
erally  in  use  on  sugar  plantations  throughout  the 
Islands.  Under  this  system  of  accounts  a  crop 
is  treated  as  a  venture  and  an  account  kept  for 
each  crop.  All  expenses  incident  to  the  crop, 
from  the  preparation  of  the  soil  to  the  harvest 
and  manufacture  of  the  cane  into  raw  sugar,  is 
charged  to  the  crop  account  and  all  receipts  from 
the  crop  are  credited  to  the  crop  account.” 

The  crop  system  of  accounting  has  the  approval  of 
both  parties  to  this  litigation.  An  illustration  of  its 
use  may  be  helpful. 

There  was  in  dispute  in  the  lower  tribunal  the  de¬ 
ductibility  and  proper  allocation  of  expenditures  made 
by  petitioner  in  1918,  1919  and  1920  for  welfare  work 
among  its  employees.  Quoting  from  the  findings  of 
fact  of  the  Board  (Rec.  34-35) : 
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“  During  the  years  1918,  1919  and  1^20 
churches  and  charitable  organizations,  at  the 
instance  and  request  of  the  petitioner,  con¬ 
ducted  church  services  upon  petitioner’s  planta¬ 
tion  and  aided  the  petitioner  in  various  ways 
in  its  welfare  work  among  its  employees.  Dur¬ 
ing  1918  the  petitioner  paid  to  such  organisa¬ 
tions  $1,030.30  of  which  one-tliird,  $343.43,  was 
charged  against  the  1920  crop.  During  the 
year  1919  it  paid  to  such  organizations  $1,7^5, 
of  which  $742.76  was  charged  to  the  1920  crcjp, 
and  $309.48  to  the  1921  crop.  During  the  ye^r 
1920  it  paid  to  such  organizations  $1,610,  jof 
which  $546.59  was  charged  to  the  1920  crop. 
In  computing  the  deficiency  the  Commissioner 
failed  to  allow-  any  deduction  for  such  pay¬ 
ments.” 

After  deciding  that  the  expenditures  in  question 
wrere  deductible,  the  Board  said  (Rec.  40) : 

44  The  question  then  arises  as  to  whether  such 
payments  must  be  deducted  in  the  year  wh^n 
paid  or  may  be  apportioned  to  the  crops,  as  t|ie 
petitioner  has  done  upon  its  books.  These  pay¬ 
ments  were  made  for  the  benefit  of  employees 
who  were  working  upon  three  crops,  and  in  such 
circumstances  we  are  of  the  opinion  that  the 
payments  were  sufficiently  related  to  the  crops 
so  that  we  may  not  say  that  the  system  of  ac¬ 
counting  employed  by  the  petitioner  did  npt, 
in  this  respect,  clearly  reflect  its  income.” 

The  rentals  paid  appertained  to  each  of  the  thr^e 
crops  because  the  amount  paid  wras  the  annual  con¬ 
sideration  moving  from  lessee  to  lessor  for  the  use 
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of  the  entire  plantation,  the  area  devoted  to  the  newly 
planted  and  unmatured  crops  no  less  than  to  that  har¬ 
vested  in  the  year  of  payment.  If  petitioner’s  allo¬ 
cation  of  the  expenditures  for  welfare  ivork  to  the 
three  crops  was  consistent  with  the  crop  method  of 
accounting*  and  clearly  reflected  income,  it  is  difficult 
to  understand  just  why  the  same  may  not  he  said  of 
petitioner’s  method  of  accounting  for  the  rent  a}  pay - 
m  ents. 

We  submit  that,  with  due  regard  to  its  accounting 
method,  petitioner  could  not  deduct  from  gross  income 
of  1918  the  two-thirds  of  the  rental  payments  made 
in  that  year  that  were  allocated  to  1919  and  1920.  In 
the  determination  by  respondent  of  petitioner’s  tax 
liability  for  years  prior  to  1920,  no  attempt  was  made 
to  treat  the  entire  rental  paid  in  any  year  as  a  deduc¬ 
tion  of  that  year.  (Cf.  letters  of  April  16,  1925,  Rec. 
120,  and  March  7,  1923,  Rec.  374.)  We  find,  therefore, 
a  tacit  approval  by  respondent  of  petitioner’s  account¬ 
ing  method  as  it  affected  the  tax  liability  for  1919  and 
earlier  years.  It  is  interesting  to  note,  also,  that  un¬ 
less  the  item  of  $38,053.22,  one-third  of  the  rental  paid 
in  1918,  be  allowed  as  a  deduction  for  1920,  petitioner 
will  be  deprived  of  this  deduction  for  any  year. 

The  reasons  given  for  the  disallowance  of  this  item 
as  a  deduction  for  1920  in  the  opinion  of  the  Board  of 
Tax  Appeals  are,  we  suggest,  not  convincing.  We 
quote  (Rec.  43) : 

4  4  The  proof  of  this  may  be  seen  if  we  look 
at  the  situation  in  which  the  petitioner  would 
have  found  itself  had  it  not  been  able  to  secure 
the  renewal  of  its  leases  beyond  1920.  In  such 
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a  situation,  following  the  basis  on  which  the 

1918  rental  was  apportioned,  the  rental  paid  in 

1919  would  have  been  apportioned  one-half  ^or 
the  crop  of  that  year  and  one-half  for  the  crop 
of  1920  and  the  rental  paid  for  1920  would  jail 
have  been  apportioned  to  the  1920  crop,  for 
the  petitioner  would  not  have  cultivated  &ny 
1921  or  1922  crops  and  could  therefore  not  h^ve 
charged  any  part  of  the  rent  for  1920  to  s^ich 
crops.  The  result  would  be  that  the  1920  c^op 
would  be  charged  as  rental  with  one-third  of 
the  rent  paid  in  1918,  one-half  of  the  rent  paid 
in  1919  and  all  of  the  rent  paid  in  1920.  Stich 
a  situation  would  obviously  work  a  distortion 
of  income.’ ’ 

It  is  impliedly  conceded  that  there  was  in  fact  no 

such  distortion  of  income  for  the  vears  1918-1920. 

* 

The  conclusion  of  the  Board  overlooks  these  consid¬ 
erations  : 

(a)  That  petitioner  continued  in  possession  of  the 
entire  plantation  under  a  renewal  of  its  subleases, 
which  expired  in  1920  (Rec.  102).  The  distortion  of 
income  referred  to  by  the  Board  never  in  fact  oc¬ 
curred.  The  income  tax  law  is  concerned  with  ac¬ 
tualities  rather  than  potentialities,  with  actual  as  <jlis- 
tinguished  from  theoretical  results  of  any  transac¬ 
tion.  As  said  by  the  Supreme  Court  in  Nichols  v. 
Coolidge,  274  U.  S.  531,  “taxes  are  very  real  things, 
and  statutes  imposing  them  are  estimated  by  prac¬ 
tical  results”;  or,  as  repeated  by  the  Supreme  Cohrt 
in  the  more  recent  case  of  Tyler  v.  United  States,  Ic ie- 

3k 
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cided  May  19,  1930,  Advance  Opinions  Supreme  Court 
No.  13,  510,  “taxation,  as  it  many  times  has  been  said, 
is  eminently  practical  *  * 

(b)  That  the  crop  method  of  accounting  is  used  gen¬ 
erally  by  the  plantation  companies  on  the  Islands 
(Rec.  34),  including  those  owning  the  plantations  cul¬ 
tivated  by  them.  The  reasoning  of  the  Board  is  ad¬ 
mittedly  inapplicable  to  plantation-owning  companies. 
The  right  to  use  the  crop  method  of  accounting  has 
not  been  made  dependent  upon  the  nature  of  the 
estate  in  its  plantation  owned  by  the  plantation  com¬ 
pany. 

(c)  The  reasoning  of  the  Board  is  otherwise  un¬ 
sound.  Where  the  plantation  company  operates  as 
a  lessee  and  the  lease  is  not  renewed,  there  will  be 
many  items  of  crop  expense  normally  allocable  to 
years  subsequent  to  the  lease  expiration  date  that 

must  be  allocated  to  the  vear  in  which  that  date  falls. 

* 

The  plowing,  planting,  and  cultivation  costs  of  the 
crops  of  years  subsequent  to  the  expiration  date — 
items  admittedly  allocable  to  the  crop  years — will  be 
allocated  to  the  last  year  of  the  lease  if  it  is  not  to  be 
renewed.  But  this  contingency  will  not  justify  the 
overturning  of  the  accounting  method,  at  least  not 
until  the  contingency  actually  occurs.  As  we  have 
seen,  it  never  occurred  in  the  present  case. 


Petitioner’s  accounting  method  (which  included  |the 
allocation  to  1920  of  $30,000,  the  amount  paid  for  the 
right  to  the  use  and  occupancy  of  the  plantation  for 
the  month  of  April,  1920)  clearly  reflected  its  income 
within  the  meaning  of  Section  212  of  the  Revenue  Act 
of  1918. 

The  findings  of  fact  of  the  lower  tribunal  relating 
to  the  item  of  $30,000,  the  amount  paid  for  the  assign¬ 
ment  of  the  reversion  of  one  month  of  the  original 
lease  to  petitioner,  are  the  following  (Rec.  36-37)  : 

4  4  On  or  about  October  1,  1918,  the  assignees 
of  Knudsen  granted  to  the  petitioner  an  exten¬ 
sion  to  April  30,  1920,  of  the  sublease  which  it 
then  held.  In  1920  there  was  in  force  in  the 
Territory  of  Hawaii  a  law  which  gave  the  Com- 
missioners  of  Public  Lands  the  right  to  extend 
the  term  of  a  lease  on  territorial  lands  for  one 
year  for  the  purpose  of  permitting  the  tenant 
to  remove  crops  then  under  cultivation.  For 
the  purpose  of  enabling  it  to  take  advantag^  of 
this  provision  of  law,  the  petitioner  entered 
into  negotiations  with  the  widow  of  Knussen 
and  her  assignees  to  secure  a  sublease  for  the 
month  of  May,  1920,  or  to  secure  an  assignment 
of  their  interest  under  the  lease  from  the  Com¬ 
missioners  of  Crown  Lands  to  Knudsen.  On 
December  4,  1918,  an  agreement  was  entered 
into  between  petitioner  and  representatives  of 
said  Knudsens  under  which  petitioner  paid 
$240,000  to  said  Knudsens  for  their  reversion¬ 
ary  interest  in  the  lease  from  the  Commission¬ 
ers  of  Crown  Lands  and  in  commutation  and 
settlement  of  the  rental  for  the  unexpired 
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period  of  the  sublease.  In  computing  its  tax¬ 
able  income  for  1920  the  petitioner  deducted 
$130,000  on  account  of  such  payment.  In  com¬ 
puting  the  deficiency  for  that  year  the  respond¬ 
ent  allowed  as  a  deduction  $96,000  of  such  pay¬ 
ment.” 

It  was  held  by  the  tribunal  below  that  the  entire 
amount  of  $240,000  paid  by  petitioner  to  the  Knud- 
sens  for  the  considerations  stated  in  the  findings 
should  be  allocated  to  the  years  1919,  1920,  and  to  the 
period  from  January  1,  1921,  to  May  31,  1921,  on  a 
prorata  time  basis.  Petitioner’s  position  is  that  only 
$210,000  of  the  $240,000  should  be  so  allocated,  and 
that  the  remainder  of  $30,000  should  be  allocated  in 
its  entirety  to  the  month  of  Mav,  1920.  A  restatement 
of  some  of  the  material  facts  seems  desirable. 

In  1920  there  was  in  force  in  the  Territory  of  Ha¬ 
waii  a  law  which  gave  the  tenant  in.  possession  of  ter¬ 
ritorial  lands  one  vear  additional  to  the  term  of  the 

* 

lease  for  the  removal  of  crops  in  cultivation  at  the 
expiration  of  the  term.  Petitioner’s  sublease  from 
the  Knudsens  expired  April  30,  1920.  The  original 
lease  from  the  Kingdom  of  Hawaii  to  Knudsen  ex¬ 
pired  May  31,  1920.  The  reversion  of  one  month 
(May,  1920)  reserved  by  the  Knudsens  was  regarded 
as  sufficient  to  enable  them  to  claim  that  they  were  the 
tenants  in  possession  at  the  termination  of  the  original 
lease.  Thus  the  ownership  of  the  reversion  of  one 
month  gave  rise  to  the  claim  on  their  part  that  they 
were  entitled  to  the  extension  of  one  year  permitted 
by  the  statute.  However,  if  and  when  the  reversion 
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should  be  acquired  by  petitioner,  the  extension  wofuld 
inure  to  its  benefit  as  the  tenant  in  possession.  The 
right  to  the  use  and  occupancy  of  the  premises  during 
May,  1920,  was  therefore  an  important  one. 

Mindful  of  this  situation,  petitioner  opened  nego¬ 
tiations  with  the  Knudsens  in  1918  for  the  purchase 
of  the  one-month  reversion  then  owned  by  them.  The 
Knudsens  requested  that  the  negotiations  shq'uld 

l 

cover  also  a  commutation  of  the  rent  for  the  remainder 
of  the  term  of  the  lease.  In  accordance  with  this  re¬ 
quest  and  subsequent  negotiations,  on  December  4, 
1918,  a  settlement  was  reached  between  petitioner  ^nd 
the  representatives  of  the  Knudsens  under  which 
$240,000  was  paid  to  them  for  (a)  the  reversion  knd 
(b)  in  commutation  of  the  rental  for  the  unexpjired 
term. 

Petitioner  introduced  in  evidence  the  minutes  of  the 
meeting  of  its  directors  of  December  3,  1918,  in  Which 
was  incorporated  the  resolution  authorizing  the  com¬ 
mutation  of  the  rent  for  the  unexpired  term.  The]  fol¬ 
lowing  is  taken  from  the  minutes  of  this  meeting 
(Rec.  68) : 

“A  statement  which  had  been  prepared  b}j  Mr. 
H.  P.  Faye  and  Mr.  George  N.  Wilcox  was  jthen 
submitted,  showing  an  estimated  rental  coining 
to  the  Knudsens  for  the  next  year  and  a  half 
to  May  1st,  1920,  of  $220,000,  and  $30,000  for 
the  last  month,  which  it  was  advisable  for 
Kekaha  to  acquire,  making  $250,000  in  all,  which 
amount  Mr.  Faye  suggested  should  be  offered 
to  the  Knudsens.  ” 
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It  was  further  shown  bv  the  testimony  of  Mr.  Bot- 

•  %/ 

tomley  that  during  the  negotiations  the  Bishop  Trust 
Company  of  Honolulu,  agent  for  the  Knudsens,  claimed 
$50,000  for  the  reversion  (Rec*.  93). 

AYe  thus  have  this  situation :  The  purchaser  of  the 
reversion  had  been  willing  to  pay  $30,000  for  it.  The 
seller  asked  $50,000  for  it.  The  reversion  was  acquired. 
The  purchaser  considered  that  it  paid  $30,000  for  the 
reversion,  the  amount  offered  by  it.  Under  these  cir¬ 
cumstances,  can  it  be  doubted  that  at  least  $30,000  was 
paid  for  the  reversion? 

It  is  conceded,  in  effect,  in  the  opinion  below,  that 
a  special  value  attached  to  the  reversion  covering  the 
month  of  May,  1920,  because  of  the  extension  provi¬ 
sion  of  the  local  statute:  and  it  cannot  be  doubted  from 
the  record  that  the  minimum  amount  to  represent 
such  special  value  is  $30,000. 

To  us,  it  seems  entirely  clear  that  the  lower  tribunal 
erred  in  allocating  any  part  of  the  consideration  for 
the  reversion  to  the  year  1919,  because  the  period  cov¬ 
ered  bv  the  reversion  did  not  fall  within  that  vear. 
•  * 

Similarly,  no  part  of  the  consideration  for  the  rever¬ 
sion  should  be  allocated  to  the  first  five  months  of  1921 
because  that  period  was  covered  not  by  the  reversion 
but  by  the  extension  of  the  lease  obtained  from  the  ter¬ 
ritorial  government,  under  which  a  separate  rental  was 
paid  to  that  government. 

Section  212  of  the  Revenue  Act  of  191S  has  been  con¬ 
sidered  in  the  discussion  of  the  first  proposition.  As 
said  in  Article  24  of  Regulations  45  of  the  Bureau  of 
Internal  Revenue,  “it  is  recognized  that  no  uniform 


method  of  accounting  can  be  prescribed  for  all !  tax¬ 
payers,  and  the  law  contemplates  that  each  taxpayer 
shall  adopt  such  forms  and  systems  of  accounting  as 
are  in  his  judgment  best  suited  to  his  purposes.”  In 


considering  the  propriety  of  the  treatment  on  the  books 


of  account  of  any  item,  the  inquiry  should  be  directed 


to  whether  the  entry  reflects  correctly  the  facts  of  the 
transaction  it  records.  For  the  reasons  given,  we  Con¬ 
fidently  submit  that  the  facts  of  the  transaction  in¬ 
volving  the  acquisition  of  the  reversion  of  the  lease 
fully  support  the  allocation  to  1920  of  $30,000,  i  the 


amount  paid  for  the  reversion  of  one  month,  May,  1^20. 


Petitioner  was  entitled  to  have  its  excess-profits 
taxes  for  1920  determined  and  assessed  under  Section 
328  of  the  Revenue  Act  of  1918. 

AVe  have  been  informed  by  counsel  for  respon 
that  the  jurisdiction  of  this  Court  to  review  a  determi¬ 
nation  of  the  Board  of  Tax  Appeals  that  the  taxpayer 
was  not  assessable  under  Section  328  of  the  Reveliue 


Act  of  1918  would  be  challenged  on  this  appeal,  j  It 
would  seem,  therefore,  that  the  following  questions 
should  be  discussed  by  us  : 

(a)  Has  this  Court  jurisdiction  to  review  the  deci¬ 

sion  of  the  Board  of  Tax  Appeals  denying  petitioner’s 
application  for  assessment  under  Section  328  ?  | 

( b )  Is  the  taxpayer  entitled  to  assessment,  for  1920, 
under  Section  328? 

(c)  Should  the  Court,  upon  the  record,  determine 
the  rate  of  profits  taxation  to  be  imposed  on  petitioner 
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or,  rather,  should  the  Court  remand  this  cause  to  the 
Board  of  Tax  Appeals  with  instructions  to  determine 
such  rate? 


These,  in  the  order  stated. 

(a)  Section  301  of  the  Revenue  Act  of  1918  measures 
the  excess-profits  tax  by  the  ratio  of  the  net  income 
to  the  invested  capital  of  the  taxpayer.  Section  326 
enumerates  what  shall  be  included  in  the  computation 
of  invested  capital.  Sections  327  and  328,  so  far  as 
material  here,  read  as  follows : 

‘‘Sec.  327.  That  in  the  following  cases  the  tax 
shall  be  determined  as  provided  in  section 
328 :  *  *  * 


“  (d)  i  Where  upon  application  by  the  corpora¬ 
tion  the  Commissioner  finds  and  so  declares  of 
record  that  the  tax  if  determined  without  bene¬ 
fit  of  this  section  would,  owing  to  abnormal  con¬ 
ditions  affecting  the  capital  or  income  of  the 
corporation,  work  upon  the  corporation  an  ex¬ 
ceptional  hardship  evidenced  by  gross  dispro¬ 
portion  between  the  tax  computed  without  benefit 
of  this  i  section  and  the  tax  computed  by  ref¬ 
erence  to  the  representative  corporations  speci¬ 
fied  in  section  328.  This  subdivision  shall  not 
apply  to  any  case  (1)  in  which  the  tax  (computed 
without  benefit  of  this  section)  is  high  merely 
because  the  corporation  earned  within  the  tax¬ 
able  year  a  high  rate  of  profit  upon  a  normal  in¬ 
vested  capital,  nor  (2)  in  which  50  per  centum 
or  more  of  the  gross  income  of  the  corporation 
for  the  taxable  year  (computed  under  section 
233  of  Title  II)  consists  of  gains,  profits,  com¬ 
missions,  or  other  income,  derived  on  a  cost- 


plus  basis  from  a  Government  contract  oif  con¬ 
tracts  made  between  April  6,  1917,  and  Novem¬ 
ber  11,  1918,  both  dates  inclusive. 

! 

4 4 Sec.  328.  (a)  In  the  cases  specified  in  section 
327  the  tax  shall  be  the  amount  which  beaifs  the 
same  ratio  to  the  net  income  of  the  taxpayer  (in 
excess  of  the  specific  exemption  of  $3,000)  for 
the  taxable  year,  as  the  average  tax  of  repre¬ 
sentative  corporations  engaged  in  a  like  or  simi¬ 
lar  trade  or  business,  bears  to  their  average  net 
income  (in  excess  of  the  specific  exemption  of 
$3,000)  for  such  year.  In  the  case  of  a  foreign 
corporation  the  tax  shall  be  computed  without 
deducting  the  specific  exemption  of  $3,000  either 
for  the  taxpayer  or  the  representative  corpora¬ 
tions. 

4  4  In  computing  the  tax  under  this  section  the 
Commissioner  shall  compare  the  taxpayer  jonly 
with  representative  corporations  whose  invested 
capital  can  be  satisfactorily  determined  under 
Section  326  and  which  are,  as  nearly  as  map  be, 
similarly  circumstanced  with  respect  to  ^ross 
income,  net  income,  profits  per  unit  of  business 
transacted  and  capital  employed,  the  amount 
and  rate  of  war  profits  or  excess  profits,  and  all 
other  relevant  facts  and  circumstances.” 


Section  328  thus  prescribes  an  alternative  method 
of  computing  the  excess  profits  tax  to  that  specified  in 
Section  301.  In  cases  falling  within  any  of  the  classes 
described  in  Section  327,  the  tax  is  to  be  computed 
under  Section  328  by  using  the  average  rate  of  profits 
tax  paid  by  representative  comparable  corporations 
whose  invested  capital  and  tax  liability  have  been  de- 
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termined  under  Sections  326  and  301  of  the  Act.  Where 
the  taxpayer  is  assessed  under  Section  328,  its  own  in¬ 
vested  capital  does  not  enter  into  the  computation  of 
the  tax  liability. 

The  position  here  taken  is  that  this  Court  may  re¬ 
view  the  decision  of  the  Board  of  Tax  Appeals  on  ques¬ 
tions  of  law  arising  under  Section  327  no  less  than  those 
arising  under  any  other  provision  of  the  Revenue  Acts. 
If  this  view  be  sound,  the  Court  may  first  construe  Sec¬ 
tion  328,  to  ascertain  the  purposes  and  intention  of  the 
law-making  body.  It  may  then  determine  whether  the 
admitted  facts  of  the  case  at  hand  bring  it  within  the 
purview  of  Section  327.  It  is  not  essential  to  this  juris¬ 
diction  that  the  Court  should  administer  Section  328 
by  considering  the  comparability  of  the  corporations 
offered  as  comparatives  under  that  section.  This  would 
involve  a  study  of  the  several  factors  of  comparison 
disclosed  by  the  return  of  each  corporation  to  be  used 
as  a  comparative.  It  would  also  involve  an  ascertain¬ 
ment  and  application  of  rates  as  well  as  other  features 
of  administration. 

Where  the  Board  of  Tax  Appeals  has  held  that  a 
particular  case  does  not  fall  within  any  of  the  classes 
enumerated  in  Section  327,  and  this  Court  concludes 
that  the  Board  erred  in  so  holding,  the  Court  may,  un¬ 
der  the  express  authority  of  Section  1003  (b)  of  the 
Revenue  Act  of  1926,  remand  the  case  to  the  Board  for 
proceedings  consistent  with  the  opinion  of  this  Court. 
After  the  return  of  the  case  to  the  Board,  that  tribunal 
will  administer  Section  328  of  the  Act,  as  was  con¬ 
templated  by  the  decision  of  the  Supreme  Court  in 
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Blair  v.  Oesterlein  Machine  Company,  275  U.  S.  220. 

If  this  procedure  be  followed,  the  Court  will  exercise 
judicial  functions  only,  leaving  entirely  to  the  Board 
of  Tax  Appeals  the  function  of  administering  the  sec¬ 
tion.  ! 

Until  the  question  had  been  settled  by  the  decision 
of  the  Supreme  Court  in  Blair  v.  Oesterlein  Machine 
Company,  275  U.  S.  220,  it  was  contended  by  the  Bureau 
of  Internal  Revenue  that  not  even  the  Board  of  Tax 

i 

Appeals  could  review  respondent’s  determinations  un¬ 
der  either  Section  327  or  Section  328.  This  contention, 
however,  was  rejected  by  the  Supreme  Court  in  the 
Oesterlein  Machine  case.  After  stating  the  conten¬ 
tion  advanced  for  respondent,  the  Court  said: 

“But  there  is  no  inherent  impossibility  or, 
indeed,  serious  difficulty  in  reviewing  judicially 
any  determination  authorized  by  Sections  327 
and  328.  The  determination  is  to  be  madci  upon 
prescribed  and  ascertainable  data  and  is  to  con¬ 
form  to  standards  set  up  by  the  statute,  all  de¬ 
fined  with  sufficient  definiteness  and  claritv  to 
be  susceptible  of  judicial  scrutiny.  We  cannot 
assume  that  it  is  to  be  either  arbitrary  or  un¬ 
related  to  the  appropriate  data  in  the  Commis¬ 
sioner’s  office,  or  that  he  is  more  qualified  to 
make  it  than  the  board  established  to  review  his 
decisions.  An  examination  of  the  sections  creat¬ 
ing  the  board  and  investing  it  with  power  can 
leave  no  doubt  that  they  were  intended  to  Confer 

v  •  I  • 

upon  it  appellate  powers  which  are  judicial  in 
character.  Not  only  is  it  required  by  Section 
900  (c)  to  hear  and  determine  appeals  tak£n  un¬ 
der  Section  274,  which  in  terms  allows  an  Appeal 

i 
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in  every  ease  where  a  deficiency  is  found  by  the 
Commissioner,  but  it  is  empowered  to  admin¬ 
ister  oaths  and  to  compel  the  attendance  of  wit¬ 
nesses  and  the  production  of  documents  and 
records.  It  may  investigate  anew  the  issues  be- 
tween  the  government  and  the  taxpayer  and 
upon  the  determination  of  the  appeal  it  may  af¬ 
firm,  set  aside  or  modify  the  findings  and  de¬ 
cision  of  the  Commissioner.  In  the  light  of  such 
provisions  there  is  plainly  no  sufficient  ground 
for  reading  into  Section  274,  allowing  an  appeal 
wherever  a  deficiency  is  found  bv  the  Commis- 
sioner,  an  exception  based  on  the  supposedly 
sacrosanct  character  of  his  determinations  under 
Sections  327  and  328.” 

It  is,  therefore,  now  well  settled  that  the  Board  of 
Tax  Appeals  on  appeals  from  respondent’s  notices  of 
deficiencies,  has  these  powers : 

(a)  To  decide  whether  the  case  for  the  taxpayer  falls 
within  any  of  the  classes  enumerated  in  Section  327 ; 
and 

(b)  By  the  exercise  of  its  power  to  compel  attend¬ 
ance  of  witnesses  and  production  of  papers  to  compute 
the  tax  under  Section  328. 

The  first  of  these  powers  is  judicial  in  character; 

the  second,  administrative.  In  exercising  the  judicial 

power  the  Board  construes  the  several  provisions  of 

Section  327  and  applies  them  to  the  facts  before  it; 

and  it  is  very  difficult  to  believe  that  no  appeal  will  lie 

from  a  judicial  decision  of  the  Board  in  cases  of  this 

nature.  The  plain  provision  of  Section  1003  (b)  of  the 

Revenue  Act  of  1926  is  to  the  contrary. 

•/ 
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The  jurisdiction  of  the  Board  of  Tax  Appeal^  in 
cases  of  this  sort  is  not  essentially  different  from  ^hat- 
exercised  by  the  Federal  Trade  Commission,  whjich, 
like  the  Board,  exercises  both  judicial  and  administra¬ 
tive  powers.  Appeals  may  be  taken  to  the  courts  from 
or  to  enforce  rulings  of  the  Federal  Trade  Commission. 
An  illustration  may  be  helpful.  In  reviewing  an  order 
of  the  Commission  holding  the  Curtis  Publishing  Com¬ 
pany  to  have  been  guilty  of  unfair  competition,  the  Cir¬ 
cuit  Court  of  Appeals  for  the  Third  Circuit  said  (Cfur- 
tis  Publishing  Company  v.  Federal  Trade  Commission, 
270  Fed.  881,  908)  : 

“Under  the  Trade  Commission  Act  (Cotnp. 
St.  Sections  8836a-8836k),  making  unfair  com¬ 
petition  in  interstate  commerce  unlawful,  with¬ 
out  defining  unfair  competition,  the  determina¬ 
tion  of  whether  the  acts  established  amounted  to 
unfair  competition  is  a  judicial  question,  as  it 
long  had  been  in  remedial  suits  at  law  for  ddm- 

°  ...  j 

ages  and  injunction  suits  to  prevent  unfair  corn- 
pet  it  ion"  (p.  881). 

“Having  thus  found  that  the  distributive 
agencv  contract  was  not  a  violation  of  the  Clav- 
ton  Act,  we  next  turn  to  the  third  questijon, 
namely:  Does  the  making  and  enforcing  of  that 
contract,  whether  it  be  a  contract  of  sale  or  dis¬ 
tribution,  constitute  unfair  competition  in  busi¬ 
ness?  What  is  unfair  competition  in  business? 
Now,  while  Congress  has  enacted,  as  we  h^ve 
seen,  ‘that  unfair  methods  of  competition;  in 
commerce  are  declared  unlawf uP,  it  has  not  de¬ 
fined  unfair  competition,  or  specified  what  shall 
constitute  unfair  competition.  From  this  absence 
of  definition,  it  is  reasonable  to  infer  that  it  ^as 
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in  the  mind  of  Congress  that,  as  unfair  compe¬ 
tition  had  long  been  a  subject  of  judicial  scru¬ 
tiny,  determination,  and  was  involved  in  reme¬ 
dial  suits  at  law  for  damages  and  of  injunctive 
suits  in  equity,  to  prevent  continuance,  the  defi¬ 
nition  and  ascertainment  of  what  constituted 
unfair  competition  was  a  legal  question  which 
the  law  could  determine.  Indeed,  in  the  nature 
of  things,  it  was  impossible  to  describe  and  de¬ 
fine  in  advance  just  what  constituted  unfair 
competition,  and  in  the  final  analysis  it  became 
a  question  of  law,  after  the  facts  were  ascer¬ 
tained,  whether  such  facts  constitute  unfair  com¬ 
petition  in  business,  for  the  test  of  fairness,  as 
of  fraud,  is  the  application  by  the  law  of  moral 
standards  to  the  actions  of  men. 

4 ‘While  it  was  the  exclusive  right  of  a  jury 
in  a  case  at  law  to  find  the  facts  in  any  given 
case,  it  still  remained  the  duty  of  the  trial  judge, 
before,  entering  judgment,  to  decide  whether 
from  those  facts  the  injury  of  unfair  competi¬ 
tion  in  business  could  be  lawfully  inferred.  So, 
also,  when  the  case  was  in  equity,  while  it  was 
the  province  of  the  judge  to  find  the  facts,  it  also 
was  his  dutv,  and  as  well  the  duty  of  a  review- 
ing  court,  to  decide  whether,  upon  those  facts 
so  found,  the  injury  of  unfair  competition  in 
business  existed.  Presumably,  with  this  recog¬ 
nized  existing  jurisdiction  of  federal  courts  over 
cases  of  unfair  business  competition  in  mind, 
Congress  passed  the  Trade  Commission  Act,  the 
pertineht  parts  of  which  we  have  heretofore 
noted  in  the  margin  ”  (p.  908). 

Has  Congress  similarly  indicated  an  intention  that 
judicial  functions  of  the  Board  of  Tax  Appeals  involv- 
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mg  the  construction  and  application  of  Section  327 
should  be  reviewed  by  the  several  Circuit  Courts  of 
Appeal  and  by  this  Court?  Section  1003  of  the  Reve¬ 
nue  Act  of  1926  provides :  ! 

“Sec.  1003.  (a)  The  Circuit  Courts  of  Ap¬ 
peals  and  the  Court  of  Appeals  of  the  Dist  rict 
of  Columbia  shall  have  exclusive  jurisdiction  to 
review  the  decisions  of  the  Board  (except  as  pro¬ 
vided  in  section  239  of  the  Judicial  Code,  as 
amended) ;  and  the  judgment  of  any  such  court 
shall  be  final,  except  that  it  shall  be  subject  to 
review  by  the  Supreme  Court  of  the  United 
States  upon  certiorari,  in  the  manner  provided 
in  section  240  of  the  Judicial  Code,  as  amended. 


“  (b)  Upon  such  review,  such  courts  shall  h 
power  to  affirm  or,  if  the  decision  of  the  Bo 
is  not  in  accordance  with  law,  to  modifv  or 
reverse  the  decision  of  the  Board,  with  or  \v 
out  remanding  the  case  for  a  rehearing,  as 
tice  may  require.’ ’ 
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It  will  be  seen  at  once  that  no  limitation  was  placed 
by  the  section  upon  the  jurisdiction  of  this  Court  to 
determine  whether  a  decision  of  the  Board  was  “iq  ac¬ 
cordance  with  law.”  No  exception  was  made  of  cases 
involving  questions  of  law  arising  under  Sections  327 
and  328.  If  it  had  been  the  intention  of  Congress  to 
except  that  class  of  cases,  there  is  no  reason  why  Con¬ 
gress  should  not  have  said  so  in  unmistakable  language. 

The  contrary  view  would  read  into  the  section  a  lim¬ 
iting  clause  that  Congress  did  not  see  fit  to  incorporate 
in  it. 
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The  power  to  remand  given  to  the  appellate  courts  is 
indicative  of  the  intent  of  Congress  in  enacting  the  sec¬ 
tion.  The  clear  implication  is  that  Congress  intended 
that  this  power  should  be  exercised  where  the  perform¬ 
ance  of  some  ministerial  or  administrative  act  was 
needed  for  the  proper  disposition  of  the  case.  We  thus 
find  in  the  statute  support  for  the  view  we  have  here¬ 
tofore  expressed,  viz,  that  on  appeals  of  this  sort  this 
Court  will  exercise  the  ordinary  judicial  functions  of 
appellate  courts  and  by  the  exercise  of  the  power  to 
remand,  with  instructions,  will  place  upon  the  Board 
of  Tax  Appeals  the  duty  of  administering  Section  328. 

Nothing  in  the  decision  of  the  Supreme  Court  in  the 

case  of  Williamsport  Wire  Rope  Company  v.  United 

States,  275  U.  S.  520,  conflicts  with  the  position  we 

have  taken.  In  that  case  the  Court  held  merely  that 

% 

the  Court  of  Claims  had  no  jurisdiction  to  review  de¬ 
terminations!  of  the  Commissioner  of  Internal  Revenue 
under  Sections  327  and  328.  The  contention  of  the  So¬ 
licitor  General  was  that  the  Court  of  Claims  had  “no 


power  or  authority  over  the  acts  of  the  Commissioner, 
cannot  control  what  he  shall  or  shall  not  do,  and  may 
not  remand  cases  for  action,  either  original  or  correc¬ 
tive."  In  distinguishing  the  cited  case  from  the  Oes- 
terlein  Machine  case,  275  U.  S.  220  (where  it  was  held 
that  the  Board  of  Tax  Appeals  had  jurisdiction  to  de¬ 
termine  cases  arising  under  Sections  327  and  328)  the 
Court  said: 


“It  remains  to  consider  whether  jurisdiction 
to  review  the  Commissioner’s  action  was  con¬ 
ferred  upon  the  court  of  claims  as  a  result  of  the 
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Revenue  Act  of  June  2,  1924,  chap.  234,  43  $tat. 
at  L.  253,  336,  U.  S.  C.  title  26,  Sec.  1212,  which 
created  the  Board  of  Tax  Appeals.  There  is 
nothing  in  that  act  which  purports  to  enlarge  the 
jurisdiction  of  the  court  of  claims,  or  to  expend 
the  scope  of  judicial  review  over  determinations 
of  the  Commissioner.  The  contention  that  it 
had  this  effect  rests  wholly  on  our  decision  in 
Blair  v.  Oesterlein  Mach.  Co.,  275  U.  S.  220, 
ante,  249,  48  Sup.  Ct.  Rep.  87.  The  contention 
fails  to  take  account  of  the  important  differ¬ 
ences  between  an  appeal  to  the  Board  of  Tax 
Appeals,  on  the  one  hand,  and  an  original  suit 
in  the  court  of  claims,  or  in  a  district  court!,  on 
the  other.  The  Board  of  Tax  Appeals  was  cre¬ 
ated  to  perform  the  administrative  functions 
theretofore  discharged  by  the  Committed  on 
Appeals  and  Review,  which  the  Commissibner 
of  Internal  Revenue  had  established  in  his  of¬ 
fice.  See  House  Report,  68th  Cong.  1st  Sess. 
No.  179,  p.  7;  Senate  Report,  68th  Cong.!  1st 
Sess.  No.  398,  p.  8.  The  committee  had  regu¬ 
larly  reviewed  determinations  granting  or  de¬ 
nying  special  assessment  under  Sections  327 
and  328.  The  granting  of  these  powers  oj:  re¬ 
view  to  the  Board  of  Tax  Appeals  didj  not 
change  the  character  of  the  appeal.  And  ij:  af¬ 
fords  no  reason  to  conclude  that  Congress  in¬ 
tended  that  the  court  of  claims  and  the  district 
courts  should  also  be  authorized  to  re-examine 
the  decisions  of  the  Commissioner  on  questions 
of  the  character  here  involved.” 


It  would  seem,  therefore,  to  be  entirely  consistent 


with  the  Revenue  Act  and  the  decisions  of  the  Sup 
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Court  that  the  Board  of  Tax  Appeals  shall  exercise  the 
jurisdiction  iii  question  with  the  aid  of  instructions  of 
appellate  courts  upon  questions  of  law  arising  on  the 
record. 

(b)  To  bring  the  case  within  Sections  327  and  328  of 
the  Act,  the  following  facts  must  appear: 

1.  That  an  abnormal  condition  existed  during  the 
taxable  vear.  Webster's  International  Dictionary  de- 

♦  V 

fines  the  word  “abnormal"  to  mean,  “Not  conformed 
to  rule  or  system ;  deviating  from  the  type ;  anomalous ; 
irregular.”  “Abnormal  condition”,  therefore,  means 
a  condition  that  is  unusual,  extraordinary,  not  con¬ 
forming  to  the  usual  type  of  things. 

2.  The  abnormal  conditions  must  have  affected  the 
capital  or  income  of  the  taxpayer  for  the  taxable  year. 
The  two  factors  of  excess-profits  tax  liability  are  capi¬ 
tal  and  income.  Hence,  the  requirement  that  one  or 
the  other  of  these  must  be  affected  by  the  abnormal 
conditions. 

3.  The  assessment  of  the  tax  under  Sections  301  and 
326  would  work  upon  the  taxpayer  an  exceptional 
hardship  evidenced  by  gross  disproportion  between  the 
tax  computed  under  those  sections  and  the  tax  com¬ 
puted  under  Section  328.  We  thus  find  that  the  tax¬ 
payer’s  profits  tax  must  be  so  high  that  exceptional 
hardship  will  result  unless  assessment  be  made  under 
Section  328;  and,  further,  that  this  hardship  is  to  be 
evidenced  by  the  disproportion  of  the  tax  liability  com¬ 
puted  under  Sections  301  and  326  and  that  computed 
under  Section  328. 
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4.  The  liability  is  not  to  be  determined  under  Section 
328  where  the  tax  is  high  ‘‘merely  because  the  corpo¬ 
ration  earned  within  the  taxable  vear  a  high  rate  of 
profit  upon  a  normal  invested  capital”.  When  con¬ 
strued  with  the  preceding  sentence  of  the  section, |  this 
means  that  the  high  character  of  the  tax  does  not  jus¬ 
tify  assessment  under  Section  328  unless  abnormal  con¬ 
ditions  affecting  either  income  or  capital  were  si. own 
to  have  existed. 

We  shall  endeavor  to  point  out  the  abnormalities 
which  affected  the  income  and  invested  capital  of  peti¬ 
tioner  for  the  taxable  year  of  1920. 

(1)  No  salaries  were  paid  to  the  officers  for  tjheir 
services  for  the  company  (Rec.  76).  Mr.  Faye  re¬ 
ceived  $13,700  as  plantation  manager,  but  no  ambunt 
whatsoever  for  his  services  as  one  of  the  executive  of¬ 
ficers  of  the  company.  Nor  was  any  amount  paid  to 
the  other  executives  for  services.  Petitioner’s  taxable 
income  was  in  excess  of  two  millions  of  dollars  for  the 
taxable  year  here  involved.  The  services  renderejl  by 
flie  officers  were  not  dissimilar  to  those  rendered  by 
executives  of  other  agricultural  enterprises  of  com¬ 
parable  size ;  and  it  must  be  apparent  that  had  the  tax¬ 
payer  paid  and  deducted  in  its  return  $125,000  to  $150,- 
000  as  officers’  salaries,  no  objection  would  have  teen 
made  to  the  allowance  of  the  deduction.  This  abnormal 
condition  affected  the  income  of  the  taxable  year. 

But  it  has  been  said  that  it  is  not  customary  for  sugar 
companies  that  are  represented  by  the  American  Fac¬ 
tors,  Ltd.,  as  agent — as  was  petitioner — to  pay  salaries 
to  their  officers.  It  appears  in  evidence,  however,  that 


salaries  are  paid  by  some  of  the  other  sugar  companies 
on  the  Islands,  for  instance,  by  those  represented  by 
C.  Brewer  &  Company,  Ltd.  (Rec*.  76). 

Our  view  is  that  this  fact — that  some  of  the  other 
sugar  companies  do  not  pay  salaries  to  officers — does 
not  obscure  this  abnormality.  Section  3-7  of  the  Act 
does  not  enumerate  the  abnormal  conditions  which  will 
create  the  right  to  assessment  under  Section  328.  It 
is  evident,  however,  that  to  determine  whether  a  con¬ 
dition  is  abnormal  we  must  first  ascertain  what  would 
be  normal  under  similar  circumstances.  It  will  then  be 
easy  to  compare  the  conditions  existing  in  the  instant 
case  with  the  normal  conditions  and  thereby  to  deter¬ 
mine  whether  the  conditions  relied  upon  are  normal  or 
abnormal. 

It  may  be  said,  further,  that  Section  327 (d)  does  not 
specify  the  class  of  corporations  with  which  the  tax¬ 
payer  is  to  be  compared  to  determine  whether  the  con - 
dition  is  abnormal.  Section  328  does  describe  the  class 
of  corporations  to  be  used  in  determining  the  rate  of 
profits  taxation  to  be  assessed  under  that  section.  The 
fact  that  the  definition  and  description  appear  with  so 
much  detail  in  Section  328  and  the  omission  of  any  such 
definition  or  description  in  Section  327  leads  to  the  con¬ 
clusion  that  it  was  not  intended  that,  in  making  the 
comparison  to  determine  whether  the  condition  cited 
was  normal  or  abnormal,  it  should  be  necessary  to  use 
only  concerns  similarly  circumstanced  to  the  extent 
contemplated  by  Section  328. 

It  has  been  held  by  the  Board  of  Tax  Appeals  in  the 
cases  of  Sol  Frankel,  3  B.  T.  A.  494,  and  Yale  Brevada 
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Paper  Box  Company,  2  B.  T.  A.  900,  that  the  fact  jhat 
no  salaries  were  paid  the  officers  is  an  abnormality' un¬ 
der  Section  327 (d).  There  are  other  Board  cases  in 
which  it  has  been  held  that  loiv  salaries  unaccompanied 
by  proof  of  what  would  be  normal  under  similar  'cir¬ 
cumstances,  is  an  insufficient  ground  for  assessment 
under  Section  328.  The  line  between  the  two  classes  of 
cases  is  clear.  Where  the  abnormality  is  low  salaries, 
the  burden  of  proof  to  establish  the  fact  that  the  sal¬ 
aries  were  abnormally  low  rests  upon  the  taxpayer,;  be¬ 
cause  reasonable  men  mav  differ  as  to  what  would  be 
fair  compensation  for  the  service  rendered. 

In  the  other  class  of  cases — where  no  salaries  wtere 
paid — there  is  no  need  for  any  such  proof.  It  is  a  mat¬ 
ter  of  common  knowledge  that  to  render  service  for 
reasonable  compensation  is  normal.  To  render  serv¬ 
ice  for  no  compensation  is  therefore  abnormal.  r|he 
Board  will  take  judicial  cognizance  of  the  fact  that  it 
is  customary  to  pay  reasonable  compensation  for  serv¬ 
ices  of  officers.  In  fact,  the  Revenue  Act  of  1918  (Sec¬ 
tion  234(u)(l))  contemplates  that  in  the  normal  case 
a  reasonable  “allowance  for  salaries  or  other  compen¬ 
sation  for  personal  services  actually  rendered”  shall 
be  made. 

(2)  It  has  long  been  conceded  by  the  Bureau  of  In¬ 
ternal  Revenue  that  “where  the  capital  employed,  [al¬ 
though  a  material  income-producing  factor,  is  very 
small  or  is  in  large  part  borrowed,”  an  abnormality 
exists  entitling  the  taxpayer  to  assessment  under  Sec¬ 
tion  328.  (See  Law  Opinion  of  Solicitor  of  Internal 
Revenue  1109, 1-2  C.  B.  253,  promulgated  in  1922.)  jin 
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the  ordinary  ease,  the  capital  borrowed  is  money  for 
the  use  of  which  interest  is  paid;  but  there  is  no  ma¬ 
terial  difference  in  principle  between  the  employment 

in  the  business  of  borrowed  monev  and  other  classes 

* 

of  borrowed  property.  Especially  is  this  true  in  a  case 
where,  as  here,  the  borrowed  capital  is  the  chief  in¬ 
come-producing  asset. 

The  borrowed  capital  in  the  present  case  is  the 
leased  cane  lands  from  which  petitioner’s  income  was 
derived.  The  rentals  paid,  if  commensurate  with  the 
value  of  the  use  of  the  property,  correspond  to  the  in¬ 
terest  paid  for  the  use  of  money. 

It  so  happens  that  this  abnormality  in  the  present 
case  affects  not  alone  the  invested  capital,  but  also  the 
amount  of  the  income.  In  1920  petitioner  held  its  cane 
lands  under  a  lease  entered  into  in  1898.  The  rental 
to  be  paid  for  1920  was  therefore  fixed  many  years  ago, 
before  the  rise  in  rental  values.  The  rentals  actually 
paid  for  1920  were  $234,771.48.  If  the  1923  lease  had 
been  in  effect  in  1920,  the  rentals  to  be  paid  thereunder 
would  have  been  $777,033.20  (See  Respondent’s  Ex¬ 
hibit  4,  following  page  178  of  the  record,  penciled  fig¬ 
ures  303).  The  present  case  is  therefore  analogous  to 
a  case  where  the  money  capital  employed  in  the  busi¬ 
ness  is  in  large  part  borrowed,  with  an  interest  rate 
of,  say,  two  per  centum.  It  will  be  conceded  that  an 
abnormality  would  exist  in  the  analogous  case;  yet 
there  is  no  material  difference  in  principle  between 
that  case  and  the  case  we  have  here. 

The  relative  amounts  of  borrowed  capital  and  in¬ 
vested  capital  indicate  clearly  the  abnormality  in  the 
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present  case.  Taking  the  lower  valuation  submitted 
by  the  witness,  the  borrowed  capital  (leased  lands)  jiad 
a  fair  market  value  of  not  less  than  $3,300,000  (f^ec. 
96),  which  may  be  compared  with  the  invested  capital 
of  approximately  $2,600,000  (penciled  page  34,  fol¬ 
lowing  page  26  of  the  record).  The  borrowed  capital 
was,  therefore,  more  than  100  per  cent  of  the  invented 
capital. 

In  the  case  of  Saner-Ragley  Lumber  Company,  3 
B.  T.  A.  927,  it  appeared  that  the  capital  employe4  in 
the  business  was  in  large  part  borrowed  and  that  fow 
salaries  had  been  paid  the  officers  for  their  services. 
Upon  this  showing,  the  Board  of  Tax  Appeals  held  that 
assessment  should  be  made  under  Section  328. 

(3)  It  appears  in  evidence  that  in  this  case  the  pjeti- 
tioner  company  had  gross  income  in  1920  of  several 
millions  of  dollars  (Rec.  65).  This  volume  of  business 

be- 


was  transacted  upon  a  working  cash  capital  at  the 
ginning  of  the  year  of  $42,444.80.  (The  amount  of 


the 


working  cash  capital  was  substantially  the  same  ujitil 
the  company  began  to  realize  on  its  1920  crop,  wlfich 
was  not  until  late  in  the  year.)  The  abnormality  ot)  an 
agricultural  company  transacting  so  large  a  busirjess 
on  so  small  a  working  cash  capital  results  from  the 
agency  arrangement  between  the  petitioner  company 
and  the  American  Factors,  Ltd.  (Rec.  65).  Under  that 
arrangement,  the  agent  furnished  the  plantation  with 
all  supplies,  equipment,  and  money  needed  for  the  Cul¬ 
tivation  of  its  crop  and  the  financing  of  its  manutac- 
turing  operations.  It  was  not  necessary  that  the  com¬ 
pany  itself  should  maintain  a  working  cash  capital,  be- 
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cause  it  had  the  right  to  call  upon  its  agent  for  what¬ 
ever  advances  of  material,  supplies,  or  money  it 
needed.  The  petitioner  company,  therefore,  received 
the  benefit  in  1920  of  the  capital  of  the  agent,  although 
such  capital  was  not  included  in  petitioner’s  invested 
capital  in  any  amount.  The  arrangement  between  the 
petitioner  company  and  the  agent  was  that  the  agent 
should  finance  the  agricultural  and  manufacturing  op¬ 
erations  of  the  petitioner  company  until  the  crop  of 
the  year  had  been  sold  and  the  proceeds  collected  (Rec. 
65-66). 

Our  view  is  that  the  arrangement  under  which  the 
petitioner  company  was  so  financed  by  its  agent  was 
contrary  to  the  experience  of  most  agricultural  com¬ 
panies  of  comparable  size  operating  in  other  portions 
of  the  United  1  States.  We  submit,  therefore,  that  it 
was  an  abnormality  affecting  the  capital  of  the  peti¬ 
tioner  company. 

(4)  No  abnormality  stands  out  more  clearly  in  the 
record  than  the  one  to  which  we  will  now  refer.  Peti¬ 
tioner’s  physical  assets  were  acquired  at  a  cost  of 
$1,594,547,  but  these  assets  were  reflected  in  the  in¬ 
vested  capital  for  1920  in  the  amount  of  $218,618  only 
(Exhibit  Lowrey  No.  2,  penciled  page  192.  following 
page  120  of  the  record).  This  disparity  between  cost 
and  book  value  resulted  from  petitioner’s  method  of 
computing  depreciation  on  the  basis  of  the  term  of 
the  lease.  Only  a  small  fraction  of  the  cost  (less  salv¬ 
age)  remained  undepreciated  at  January  1,  1920,  al¬ 
though  the  physical  assets  are  still  in  use  and  still 
capable  of  contributing  materially  to  the  production 
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of  the  income.  We  are  submitting  in  the  appendi^  to 
this  brief  a  schedule  containing  various  data  relajive 
to  the  sugar  companies  on  the  Island  of  Kauai,  roost 
of  which  have  been  taken  from  Exhibits  Linden  [No. 
2  to  Linden  Xo.  14,  beginning  at  page  186  of  the 
record.  Petitioner’s  tonnage  production  in  1920  was 
as  large  as  any  plantation  on  the  Island.  Yet  its 
physical  assets  stood  on  its  books  at  January  1,1920,  at 
figures  which  are  almost  negligible  when  compared 
with  the  book  value  of  similar  assets  of  the  other  cbm- 
panies.  The  average  of  the  six  other  companies  lifted 
in  the  schedule  is  $1,763,051.39,  which  may  be  com¬ 
pared  with  $218,618.46,  the  book  value  of  petitioner’s 
physical  assets.  Would  it  be  possible  to  preseijt  a 
clearer  case  of  an  abnormality  affecting  the  inve 
capital  than  we  have  here? 

(c)  If  the  proper  function  of  this  Court  is  to!  re¬ 
mand  the  case  to  the  Board  of  Tax  Appeals  with  in¬ 
structions  to  assess  petitioner  under  Section  328l  as 
we  think  it  is,  it  will  not  be  necessary  for  the  Court  to 
consider  the  comparative  features  of  the  Hawaiian 
plantation  companies  suggested  as  suitable  compara¬ 
tives  under  that  section  or  to  apply  to  petitioner ’i  in¬ 
come  the  average  rate  of  profits  taxation  paid  by  the 
comparatives.  In  advance  of  a  decision  of  the  Court  on 
this  point,  however,  we  make  the  following  sugges¬ 
tions  for  the  administration  of  Section  328  in  the  pres¬ 
ent  case : 

Petitioner  has  put  in  evidence  the  comparative  data 
of  all  plantations  on  the  Island  of  Kauai  (on  wjhich 

6k  ! 
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petitioner  is  located)  except  one.  In  that  case  the  data 
was  not  available  as  the  company  was  included  in  the 
consolidated  return  of  other  companies. 

The  testimony  clearlv  established  that  the  sugar 
companies  on  the  Island  of  Kauai  were  similarly  cir¬ 
cumstanced  within  the  meaning  of  Section  328.  The 
correctness  of  this  statement  is  shown  by  the  data 
sheet  made  an  appendix  of  this  brief. 

In  the  case  of  each  plantation  the  cane  lands  began 

at  sea  level  and  extended  back  to  the  foothills,  and 

then  upward  on  the  hills  themselves.  The  productive 

processes  from  the  standpoint  of  the  topography  of 

the  land  were  therefore  essentially  the  same. 

* 

In  the  size  of  the  operations,  there  are  of  course 
differences.  The  annual  tonnage  produced  runs  from 
2,028  tons  to  18,540  tons.  Nevertheless,  at  least  three 
of  the  other  companies  have  tonnage  production  ex¬ 
ceeding  10,500  tons,  which  is  the  average  of  all  of  the 
comparatives.  It  has  been  established,  we  believe, 
that  the  comparatives  appearing  in  the  data  sheet  ap¬ 
proach  in  size  the  taxpayer  as  nearly  as  may  be  found 
in  the  ordinary  case. 

The  labor  for  all  Hawaiian  companies  is  obtained 
from  the  same  source — the  Hawaiian  Sugar  Planters 
Association.  There  is  no  difference  in  the  labor  prob¬ 
lems  of  any  of  the  companies. 

The  productive  processes  of  all  Kauaian  planta¬ 
tions  are  essentially  the  same.  The  cane  is  planted 
or  rattooned  at  the  same  season  of  the  vear,  the  metli- 
ods  of  cultivation  are  substantially  the  same,  the 

4/  7 

period  of  harvest  comes  at  the  same  season,  and  the 
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manufacturing  processes  and  problems  of  one  com¬ 
pany  are  not  essentially  different  from  those  of  any 
other  company.  j 

All  of  the  companies  on  the  Island  of  Kauaj.  are 
what  are  known  as  irrigation  plantations.  Theirj  irri¬ 
gation  systems  are  the  same  or  similar  to  each  cither. 
One  of  the  essential  differences  between  plantations 
located  on  the  several  islands  of  the  Hawaiian  group 
arises  out  of  the  difference  between  an  irrigation 
plantation  and  one  which  depends  upon  natural  rain¬ 
fall  for  the  needed  moisture  for  the  crops.  That}  dif¬ 
ference,  however,  is  not  present  here. 

All  of  the  companies  on  the  Island  of  Kauai  sell 
their  product  on  the  same  market.  In  point  of  fact, 
the  sugar  of  each  of  them  is  delivered  to  the  refinery 
at  San  Francisco,  and  sold  by  that  refinery  under  ex¬ 
actly  the  same  conditions  as  to  all.  Summing  up,  all 
Kauaian  companies  have  the  same  opportunity  for 
profit  and,  but  for  the  abnormal  conditions  which  af¬ 
fected  the  income  of  the  taxpayer,  its  rate  of  profit 
would  not  have  been  disproportionate  to  that  of  any 
of  the  comparatives. 

The  weighted  average  rate  of  profits  taxes  paid  by 
the  comparatives  is  25.12  per  cent,  which  is  certainly 
materially  disproportionate  to  the  rate  (34.04  per 
cent)  assessable  against  petitioner  under  Sections 
301  and  326  of  the  Act. 

If  this  Court  assumes  t lie  jurisdiction  of  administer¬ 
ing  Section  328,  we  suggest  the  use  of  the  weighted 
average  of  the  rates  of  profits  taxation  paid  by  the 
suggested  comparable  concerns  (25.12  per  cent)  iii  de- 
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termining  petitioner’s  profits  taxes  under  Section  328 
for  the  vear  involved. 

All  of  which  is  respectfully  submitted. 

I  W.  W.  SPALDING, 

Counsel  for  Petitioner, 

Tower  Building,  Washington,  D. 

MASON,  SPALDING  &  McATEE, 

Of  Counsel. 
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1920 

Kekaha  Sugar  Co.,  Ltd. 

Schedule  of  Comparatives,  1920. 


Waimea 

Koloa 

Makee 

McBryde 

Liliue 

Hawaiian 

Weighed 

Kekaha 

Sugar  Co. 

Sugar  Co. 

Sugar  Co. 

Sugar  Co.  Plantation  Co. 

Sugar  Co. 

Average 

Sugar  Co. 

1. 

Invested  Capital  . 

8234.536.24 

1.775,422.49 

3,100,204^7 

4,190.772.00 

4.1 10.039.23 

3.985.704.35 

2.S99.446.54 

2.708.326.24 

o 

Sales  . 

8764.194.43 

2.0SS.63S.04 

3.415.609.42 

4.176.508.77 

4,355.536.97 

6.131.981.63 

3.488.744.88 

5.2SS.S65.S0 

3. 

Xet  Income . 

8353.931.73 

5S4.542.S9 

636.6S3.39 

1.068.030.75 

1.550.140.09 

2.386.374.34 

1.096.617.20 

2,556,683.17 

4. 

Income  Tax . 

822.409.21 

44.S74.9S 

55.422.15 

87.494.17 

115.342.63 

164.534.96 

81.679.68 

167.650.24 

»J. 

Excess  Profits  Tax . 

8127.S39.6S 

133.793.50 

S0.461:  SS 

191.0S9.05 

389.293.84 

730.750.29 

275.53S.04 

S70.407.00 

6. 

Turn-over  . 

%  3.27 

1.17 

1.10 

1.00 

1.06 

1.54 

1.2 

1.43 

i . 

Ratio  of  Income  to  Invested  Capital 

9 c  150.90 

32.92 

25.54 

25.50 

37.71 

59.89 

37.82 

94.40 

s. 

Ratio  of  Income  to  Sales 

9c  46.30 

2S.OO 

IS  GO 

25.57 

35.59 

39.08 

31.43 

48.34 

9. 

Ratio  of  Profits  Tax  to 

Income. . 

%  36.12 

22.89 

12.64 

17.89 

25.11 

30.62 

25.12 

34.04 

10. 

Tonnage  Production . 

. . .  .Tons 

202S 

6976 

7178 

13740 

14707 

1S37S 

10501 

1 8540 

11. 

Xet  Profit  per  Ton  . 

7c  131.52 

85.54 

55.63 

72.S2 

104.02 

119.4S 

95.00 

147.05 

12. 

Xet  investment  1/1/20  in 

fixed  as- 

sets  . 

8161.262.37 

966.00S.57 

2,060,27S.  14 

3,634,555.24 

2.351. 019.S9 

1,405,1S4.14 

1.763,051.39 

21S.G1S.46 
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amount  paid  as  rental  for  the  year  1918  representing 
the  market  value  of  the  sugar  which  the  lessors  were 
entitled  to  receive  under  the  agreement  from  the  crop 
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II.  The  lump-sum  payment  by  petitioner  of  $240,000  in 
1918  for  the  interest  of  its  lessors  in  the  unexpired 
term  of  the  principal  lease,  aggregating,  as  extended, 
twenty-nine  months,  must  be  allocated  ratably  over 
the  entire  period.  Petitioner  failed  to  establish  that 
$30,000  of  said  sum  was  paid  specifically  as  rent  for 
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claim  for  special  assessment  of  profits  taxes  under | 
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In  the  Court  of  Appeals  of  the  District  6f 

Columbia  ! 

_ 

No.  5098 

Kjekaha  Sugar  Company,  Limited,  petitioner 

*  | 

Commissioner  of  Internal  Revenue 

APPEAL  FROM  THE  BOARD  OF  TAX  APPEALS 

_ 

BRIEF  FOR  RESPONDENT 

PREVIOUS  OPINION 

The  only  previous  opinion  is  that  of  the  United 
States  Board  of  Tax  Appeals  (R.  31-46),  reported 
in  13  B.  T.  A.  690. 

JURISDICTION 

This  appeal  involves  income  and  profits  taxes  for 
the  year  1920  and  is  taken  from  an  order  of  rq- 
determination  entered  by  the  Board  of  Tax  Appeals 
on  the  15th  day  of  February,  1929.  (R.  47.)  The 
case  is  brought  to  this  court  by  petition  for  review 
filed  August  2,  1929  (R.  48-57),  and  by  stipulation 
of  the  parties  (R.  48),  pursuant  to  Sections  1001, 
1002,  and  1003  of  the  Revenue  Act  of  1926,  c.  27, 
44  Stat.  9, 109, 110. 
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QUESTIONS  PRESENTED 

1.  Petitioner  was  engaged  in  producing  and 
manufacturing  sugar  on  leased  lands,  each  crop  of 
sugar  requiring  three  years  for  production.  Under 
its  agreement  petitioner  agreed  to  pay  to  its  lessors 
a  percentage  of  each  year’s  crop  as  annual  rental 
and  in  practice  paid  the  market  value  thereof  to 
the  lessors.  In  1918  petitioner  paid  as  rental  $114,- 
159.68  and  allocated  one-third,  or  $38,053.22,  thereof 
to  the  1920  crop  planted  in  1918.  In  computing 
income  for  1920  upon  the  crop  basis  of  accounting, 
may  the  petitioner  charge  to  and  deduct  from  the 
1920  crop  one-third  of  the  rental  paid  for  1918  as 
an  expense  of  the  1920  crop  ? 

2.  Petitioner,  in  December,  1918,  purchased  its 
lessors’  interest  in  the  principal  lease  for  $240,000 
and  obtained  an  extension  of  the  lease  for  one  year, 
the  period  thus  secured  aggregating  twenty-nine 
months.  Petitioner  seeks  to  deduct,  in  1920, 
$30,000  of  said  sum  as  rental  for  May,  1920,  con¬ 
ceding  that  said  payment  otherwise  should  be  dis¬ 
tributed  ratably  over  the  29  months  period.  In  the 
absence  of  proof  that  $30,000  of  the  lump-sum  pay¬ 
ment  was  paid  specifically  as  rent  for  May,  1920, 
is  the  petitioner  entitled  to  deduct  the  same  in  1920 
or  should  the  entire  lump  sum  be  distributed  rat¬ 
ably  over  the  period  for  which  the  payment  was 
made? 

3.  Will  the  Court  of  Appeals  review  the  decision 
of  the  Board  of  Tax  Appeals  denying  a  claim  for 
special  assessment  of  profits  taxes  under  Sections 
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327  and  328  of  the  Revenue  Act  of  1918  in  thd 
absence  of  proof  that  there  was  abuse  of  diseretioi^, 
fraud,  or  other  irregularity  in  the  determination  of 
the  Board? 

4.  Should  it  be  held  that  the  Court  of  Appeals 
will  review  the  Board’s  decision  in  such  cases,  is 
the  petitioner  entitled  to  special  assessment  of  if)s 
profits  taxes  for  1920  under  the  proved  facts  of  tbqs 
case? 


STATUTES  AND  REGULATIONS  INVOLVED 

Revenue  Act  of  1918,  c.  18,  40  Stat.  1057 : 

Sec.  212.  (b)  The  net  income  shall  be  com 
puted  upon  the  basis  of  the  taxpayer’s  an¬ 
nual  accounting  period  (fiscal  year  oir 
calendar  year,  as  the  case  may  be)  in  accordj- 
ance  with  the  method  of  accounting  regu¬ 
larly  employed  in  keeping  the  books  of  sucji 
taxpayer ;  but  if  no  such  method  of  account¬ 
ing  has  been  so  employed,  or  if  the  method 
employed  does  not  clearly  reflect  the  incom4, 
the  computation  shall  be  made  upon  such 
basis  and  in  such  manner  as  in  the  opinion 
of  the  Commissioner  does  clearly  reflect  the 
income.  If  the  taxpayer’s  annual  account¬ 
ing  period  is  other  than  a  fiscal  year  as  de¬ 
fined  in  section  200  or  if  the  taxpayer  has  no 
annual  accounting  period  or  does  not  keep 
books,  the  net  income  shall  be  computed  o d 
the  basis  of  the  calendar  year. 

If  a  taxpayer  changes  his  accounting 
period  from  fiscal  year  to  calendar  year, 
from  calendar  year  to  fiscal  year,  or  from 
one  fiscal  year  to  another,  the  net  income 
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shall,  with  the  approval  of  the  Commissioner, 
be  computed  on  the  basis  of  such  new  ac¬ 
counting  period,  subject  to  the  provisions  of 
section  226. 

Sec.  234.  (a)  That  in  computing  the  net 
income  of  a  corporation  subject  to  the  tax 
imposed  by  section  230  there  shall  be  allowed 
as  deductions : 

(1)  All  the  ordinary  and  necessary  ex¬ 
penses  paid  or  incurred  during  the  taxable 
year  in  carrying  on  any  trade  or  business, 
including  a  reasonable  allowance  for  salaries 
or  other  compensation  for  personal  services 
actually  rendered,  and  including  rentals  or 
other  payments  required  to  be  made  as  a 
condition  to  the  continued  use  or  possession 
of  property  to  which  the  corporation  has  not 
taken  or  is  not  taking  title,  or  in  which  it 
has  no  equity;  *  *  *. 

Sec.  327.  That  in  the  following  cases  the 
tax  shall  be  determined  as  provided  in  sec¬ 
tion  328 : 

***** 

(d)  Where  upon  application  by  the  cor¬ 
poration  the  Commissioner  finds  and  so 
declares  of  record  that  the  tax  if  determined 
without  benefit  of  this  section  would,  owing 
to  abnormal  conditions  affecting  the  capital 
or  income  of  the  corporation,  work  upon  the 
corporation  an  exceptional  hardship  evi¬ 
denced  by  gross  disproportion  between  the 
tax  computed  without  benefit  of  this  section 
and  the  tax  computed  by  reference  to  the 
representative  corporations  specified  in  sec- 
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tion  328.  This  subdivision  shall  not  apply 
to  any  case  (1)  in  which  the  tax  (computed 
without  benefit  of  this  section)  is  high 
merely  because  the  corporation  earned 
within  the  taxable  year  a  high  rate  of  propt 
upon  a  normal  invested  capital,  nor  (2)  in 
which  50  per  centum  or  more  of  the  gross 
income  of  the  corporation  for  the  taxable 
year  (computed  under  section  233  of  Titjle 
II)  consists  of  gains,  profits,  commissions, 
or  other  income,  derived  on  a  cost-plus  basis 
from  a  Government  contract  or  contracts 
made  between  April  6,  1917,  and  November 
11, 1918,  both  dates  inclusive. 

Sec.  328.  (a)  In  the  cases  specified  in  sec¬ 
tion  327  the  tax  shall  be  the  amount  which 
bears  the  same  ratio  to  the  net  income  of  the 
taxpayer  (in  excess  of  the  specific  exemption 
of  $3,000)  for  the  taxable  year  as  the  average 
tax  of  representative  corporations  engaged 
in  a  like  or  similar  trade  or  business  beays 
to  their  average  net  income  (in  excess  of  the 
specific  exemption  of  $3,000)  for  such  yeat. 
In  the  case  of  a  foreign  corporation  the  tax 
shall  be  computed  without  deducting  the 
specific  exemption  of  $3,000  either  for  the 
taxpayer  or  the  representative  corporations. 

In  computing  the  tax  under  this  sectidn 
the  Commissioner  shall  compare  the  tax¬ 
payer  only  with  representative  corporations 
whose  invested  capital  can  be  satisfactorily 
determined  under  section  326  and  which  are, 
as  nearly  as  may  be,  similarly  circumstance^ 
with  respect  to  gross  income,  net  income, 
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profits  per  unit  of  business  transacted  and 
capital  employed,  the  amount  and  rate  of 
war  profits  or  excess  profits,  and  all  other 
relevant  facts  and  circumstances. 

Treasury  Department  Regulations  45: 

Art:  38.  *  *  *  Rents  received  in 
crop  shares  shall  be  returned  as  of  the  year 
in  which  the  crop  shares  are  reduced  to 
money  or  a  money  equivalent.  Proceeds  of 
insurance,  such  as  hail  and  fire  insurance, 
on  growing  crops  should  be  included  in 
gross  income  to  the  amount  received  in  cash 
or  its  equivalent  for  the  crop  injured  or 
destroyed.  If  a  farmer  is  engaged  in  pro¬ 
ducing  crops  which  take  more  than  a  year 
from  the  time  of  planting  to  the  time  of 
gathering  and  disposing,  the  income  there¬ 
from  may  be  computed  upon  the  crop  basis ; 
but  in  any  such  cases  the  entire  cost  of  pro¬ 
ducing  the  crop  must  be  taken  as  a  deduc¬ 
tion  in  the  year  in  which  the  gross  income 
from  the  crop  is  realized. 

As  herein  used  the  term  “farm”  embraces 
the  farm  in  the  ordinarily  accepted  sense, 
and  includes  stock,  dairy,  poultry,  fruit,  and 
truck  farms,  also  plantations,  ranches,  and 
all  land  used  for  farming  operations.  All 
individuals,  partnerships,  or  corporations, 
that  cultivate,  operate,  or  manage  farms  for 
gain  or  profit,  either  as  owners  or  tenants, 
are  designated  farmers.  *  *  * 

STATEMENT  OF  FACTS 

The  pertinent  facts  are  found  by  the  Board  of 
Tax  Appeals  and  are  as  follows : 
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During  1920  and  for  many  years  prior  thereto 
the  petitioner  was  engaged  in  the  operation  of'  a 
sugar  plantation,  including  the  operation  of  its  oWn 
sugar  mill,  on  the  island  of  Kauai.  In  the  Hawaijan 
Islands  a  crop  of  sugarcane  takes  from  eighteen 
months  to  two  years  to  mature.  It  is  usually 
planted  or  ratooned  in  the  summer,  beginning  in 
April  or  May,  and  is  brought  under  cultivation  by 
September.  It  is  cultivated,  fertilized,  and  irri¬ 
gated  during  the  second  year,  and  harvested  dnd 
manufactured  into  raw  or  commercial  sugar  in  the 
third  year.  During  each  calendar  year  work  is 
being  performed  on  three  separate  crops — the  cfop 
that  is  being  harvested ;  the  crop  under  cultivation, 
which  was  planted  the  prior  year ;  and  the  crop  i\ lat 
is  being  planted,  which  will  be  harvested  two  yekrs 
thereafter.  The  petitioner,  with  the  approval!  of 
the  Commissioner  of  Internal  Revenue,  has  for 
many  years  kept  its  accounts  and  made  its  Federal 
income-tax  returns  on  the  so-called  “  crop  bas^s,” 
as  permitted  by  the  Treasury  Regulations,  ^he 
cop  basis  of  accounting  is  very  generally  in  use  on 
sugar  plantations  throughout  the  Islands.  Under 
this  system  of  accounts  a  crop  is  treated  as  a  ven¬ 
ture  and  an  account  kept  for  each  crop.  All  ex¬ 
penses  incident  to  the  crop,  from  the  preparation 
of  the  soil  to  the  harvest  and  manufacture  of  the 
cane  into  raw  sugar,  are  charged  to  the  crop  ac¬ 
count  and  all  receipts  from  the  crop  are  credited 
to  the  crop  account.  When  the  crop  is  harvested 
and  disposed  of  the  account  is  closed,  and  it  is  then 
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determined  whether  there  has  been  a  profit  realized 
or  a  loss  sustained  from  the  crop.  Under  this  sys¬ 
tem  of  accounting  there  are  items  of  expense  and 
income  that  can  not  be  allocated  to  any  particular 
crop  and  are  properly  to  be  accounted  for  in  the 
year  in  which  they  are  incurred  or  received. 
(R.  34.) 

In  July,  1898,  the  petitioner  entered  into  an 
agreement  with  the  widow  of  Knudsen  under  which 
it  acquired  a  sublease  upon  certain  sugar  lands  for 
a  period  expiring  October  1,  1918,  under  which  it 
agreed  to  pay  as  rental  for  such  lands  9  per  cent  of 
all  sugar  up  to  7,000  tons  and  5  per  cent  of  all  sugar 
in  excess  of  7,000  tons  manufactured  annually  from 
cane  grown  below  the  elevation  of  100  feet  above  sea 
level  and  2V2  per  cent  of  all  sugar  grown  at  an  ele¬ 
vation  of  more  than  100  feet  above  sea  level,  the 
annual  rental  to  be  not  less  than  250  tons.  Under 
this  lease,  which  included  the  land  theretofore 
under  sublease  from  Knudsen  to  Faye,  Meier  & 
Kruse,  and  the  Kekaha  Sugar  Company,  the  peti¬ 
tioner  undertook  to  proceed  with  reasonable  dili¬ 
gence  to  the  development  and  maintenance  of  an 
enlarged  water  supply  for  the  plantation  to  be  con¬ 
ducted  upon  the  demised  premises  and  to  develop, 
if  possible,  a  sweeter  and  fresher  supply  of  water 
than  then  existed.  On  November  11,  1907,  the 
widow  of  Knudsen  assigned  to  Augustus  F.  Knud¬ 
sen  and  Eric  A.  Knudsen  the  unexpired  portion  of 
the  lease  from  the  Kingdom  of  Hawaii  to  Knudsen, 
and  on  the  same  date  said  assignees  entered  into  an 
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agreement  with  the  petitioner  to  thereafter  execute 
to  the  petitioner  a  sublease  of  said  lands  from  Oc¬ 
tober  1, 1918,  to  April  30, 1920,  upon  the  same  terms 
and  conditions  as  were  contained  in  the  original 
sublease.  On  March  1,  1913,  the  petitioner  was 
operating  a  sugar  plantation  and  sugar  mill  upon 
said  property  and  continued  to  hold  the  sublease 
of  such  property  from  the  widow  of  Knudsen  and 
the  contract  of  her  assignees  for  its  extension  to 
April  30,  1920.  On  March  1,  1913,  said  sublease, 
together  with  the  agreement  for  its  extension,  l}ad 
a  fair  market  value  of  $300,000.  (R.  35-36.)  ; 

In  1918  the  petitioner  paid  as  rental  under  ihe 
sublease  $114,159.68,  representing  the  market  value 
of  the  sugar  which  the  lessor  was  entitled  to  recejve 
under  the  lease  from  the  crop  of  that  year.  Upon 
its  books  of  account  the  petitioner  charged  one- 
third  of  such  amount  to  the  1918  crop  account,  one- 
third  to  the  1919  crop  account,  and  one-third 
$38,053.22  to  the  1920  crop  account.  Upon  its  in¬ 
come-tax  return  for  1920  it  deducted  the  amount  of 
such  payment  so  allocated  to  the  1920  crop.  In 
determining  the  deficiency,  the  Commissioner  re- 
fused  to  allow  any  part  of  such  payment  as  cost  lof 
the  1920  crop.  (R.  36.) 

On  or  about  October  1,  1918,  the  assignee  jof 
Knudsen  granted  to  the  petitioner  an  extension  to 
April  30,  1920,  of  the  sublease  which  it  then  hejd. 
In  1920  there  was  in  force  in  the  Territory  of  Ha¬ 
waii  a  law  which  gave  the  Commissioners  of  Public 
Lands  the  right  to  extend  the  term  of  a  lease  or  ter- 
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ritorial  lands  for  one  year  for  the  purpose  of  per¬ 
mitting  the  tenant  to  remove  crops  then  under  cul¬ 
tivation.  For  the  purpose  of  enabling  it  to  take 
advantage  of  this  provision  of  law  the  petitioner 
entered  into  negotiations  with  the  widow  of  Knud- 
sen  and  her  assignees  to  secure  a  sublease  for  the 
month  of  May,  1920,  or  to  secure  an  assignment  of 
their  interest  under  the  lease  from  the  Commis¬ 
sioners  of  Crown  Lands  to  Knudsen.  On  Decem¬ 
ber  4, 1918,  an  agreement  was  entered  into  between 
petitioner  and  representatives  of  said  Knudsens 
under  which  petitioner  paid  $240,000  to  said  Knud¬ 
sens  for  their  reversionarv  interest  in  the  lease 

* 

from  the  Commissioners  of  Crown  Lands  and  in 
commutation  and  settlement  of  the  rental  for  the 
unexpired  period  of  the  sublease.  In  computing  its 
taxable  income  for  1920  the  petitioner  deducted 
$130,000  on  account  of  such  payment.  In  comput¬ 
ing  the  deficiency  for  that  year  the  respondent  al¬ 
lowed  as  a  deduction  $96,000  of  such  payment. 
(R  36-37.) 

The  petitioner  marketed  its  sugar  through  an 
agency  known  as  American  Factors,  Ltd.  A  sub¬ 
stantial  portion  of  the  stock  of  petitioner  was 
owned  by  this  agency.  A  number  of  the  directors 
of  the  petitioner  were  directors  of  American  Fac¬ 
tors,  Ltd.  The  officers  of  the  petitioner  were  either 
substantial  stockholders  or  officers  of  American 
Factors,  Ltd.  A  salary  was  paid  to  its  officers  by 
American  Factors,  Ltd.,  but  no  salary  was  paid  by 
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petitioner  to  any  of  its  officers,  except  to  the  plan¬ 
tation  manager,  who  also  served  as  a  vice  president. 
On  January  1,  1920,  petitioner  had,  among  other 
assets,  $42,444.80  cash  on  hand  and  in  the  b^nk, 
accounts  receivable  of  $196,856.16,  growing  ciPps 
of  $751,027.73,  and  sugar  in  coolers  of  $34,968.  It 
had  drafts  and  accounts  payable  and  accrued  lia¬ 
bilities  of  $74,265.76.  The  agreement  between  peti¬ 
tioner  and  its  agents,  American  Factors,  Ltd.,  pro¬ 
vided  that  such  agents  should  finance  the  petitioner 
pending  the  receipt  by  it  of  the  proceeds  of  each 
year’s  crop.  Its  receipts  from  its  1920  crop  ^ere 
$5,288 ,865.86.  (R.  37-38.) 

The  fixed  assets  of  the  petitioner,  substantially 
all  of  which  were  fixed  to  the  leasehold  premises 
by  way  of  improvements  thereto  or  buildings  there¬ 
on,  had  cost  the  petitioner  $1,594,547.91.  SSuch 
assets  were  included  by  the  respondent  in  com¬ 
puting  invested  capital  at  a  depreciated  cos^  of 
$210,016.72.  The  total  invested  capital  of  the  pe¬ 
titioner,  as  determined  by  the  respondent,  was 
$2,814,880.34.  (R.  38.) 

It  is  agreed  that  the  payments  made  in  1918  for 
the  lease  reversion  and  in  settlement  of  future  rpnts 
under  the  sublease  should  be  distributed  iver 
twenty-nine  months  and  that  12/29ths  is  the  prbper 
deduction  for  1920  (R.  44),  but  the  petitioner  Con¬ 
tends  that  only  $210,000  of  the  $240,000  should  be 
distributed  proportionately  over  that  period  and 
that  the  remaining  $30,000  should  be  allocated  to 
the  month  of  May,  1920  (Br.  20).  j 
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The  Board  of  Tax  Appeals  held  that  the  peti¬ 
tioner  may  not  deduct  any  part  of  the  rental  paid 
in  1918,  amounting  to  $114,159:68,  in  computing  the 
1920  income  and  that  the  entire  sum  of  $240,000 
above  referred  to  must  be  apportioned  over  the 
twenty-nine  months  period,  without  allocating 
$30,000  thereof  specifically  to  May,  1920,  and  that 
only  12/29ths  of  said  sum  may  be  deducted  in  com¬ 
puting  1920  income.  The  Board  further  held  that 
the  petitioner  was  not  entitled  to  have  its  excess- 
profits  taxes  determined  and  assessed  under  Sec¬ 
tion  328  of  the  Revenue  Act  of  1918.  In  accord¬ 
ance  with  its  findings  and  opinion,  the  Board  rede¬ 
termined  the  deficiency  in  tax  for  1920,  found  by 
the  Commissioner  to  be  $98,776.92,  in  the  amount 
of  $51,475.52. 

SUMMARY  OF  ARGUMENT 

In  computing  income  upon  the  crop  basis  the 
petitioner  may  not  allocate  to  and  deduct  from  1920 
crop  income  any  part  of  the  1918  rental  paid  in 
1918  from  the  1918  crop.  The  rental  paid  in  1918 
is  a  fixed  percentage  of  the  1918  crop,  is  a  direct 
charge  to  and  expense  of  the  1918  crop,  and  is  not 
related  to  the  1920  crop  in  any  manner.  The  1918 
rental  is  identified  with  the  1918  crop  and  no  other. 
To  charge  any  part  of  1918  rental  as  an  expense  of 
the  1920  crop,  deducting  the  same  in  1920  from 
income  of  that  year,  distorts  the  true  net  income 
and  is  in  violation  of  the  statute  and  regulations. 
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There  is  no  satisfactory  evidence  that  $30,000  of 
the  gross  payment  of  $240,000  in  1918  for  the  les¬ 
sors’  reversionary  interest  was  paid  specifically  as 
rent  for  May,  1920.  Substantially  all  of  the  evi¬ 
dence  supports  the  conclusion  of  the  Board  of  ^Tax 
Appeals  that  the  payment  in  1918  was  a  lump-sum 
payment  for  the  twenty-nine  month  period  as  an 
entirety,  that  the  $30,000  was  not  paid  specifically 
as  rent  for  May,  1920,  and  that  the  gross  sum  n^ust 
be  distributed  ratably  over  the  twenty-nine  mqnth 
period  purchased.  Accordingly,  only  12/29thg  of 
the  gross  payment  may  be  deducted  in  1920,  and 
$30,000  thereof  may  not  be  deducted  independently 
in  that  year  as  rental  for  the  month  of  May. 

Under  the  reasoning  of  the  Supreme  Court;  in 
Williams  port  Co.  v.  United  States ,  infra ,  the  ques¬ 
tion  of  special  assessment  presented  here  will  not  be 
reviewed  by  this  court.  The  Supreme  Court  Held 
that  sections  327  and  328  confided  to  the  Commis¬ 
sioner  final,  discretionary,  and  administrative  (de¬ 
termination  in  special  assessment  cases,  subject 
only  to  the  right  of  review  by  the  Board  of  Tax 
ApjDeals,  which  latter  right  arose  exclusively  fi^om 
the  statute  creating  the  Board  as  an  independent 
agency  in  the  executive  branch  of  the  Government. 
It  is  established  that  courts  of  original  jurisdiction 
may  not  review  special  assessment  determinations 
and  a  fortiori  the  appellate  courts  with  less  oppor¬ 
tunity  to  acquaint  themselves  with  the  requisite 
specialized  knowledge  and  facts  should  not  jbe 
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burdened  with  that  task.  In  the  absence  of  clear 
abuse  of  discretion  or  other  irregularity  the  Circuit 
Courts  of  Appeals  will  not  review  decisions  of  the 
Board  of  Tax  Appeals  in  special  assessment  cases. 
There  is  no  allegation  or  proof  that  the  Board  of 
Tax  Appeals  abused  the  discretion  vested  in  it  or 
otherwise  acted  irregularly  in  denying  the  peti¬ 
tioner's  claim  for  special  assessment. 

Should  it  be  held,  however,  that  this  court  will 
review  the  decision  of  the  Board  of  Tax  Appeals 
upon  the  question  of  special  assessment,  it  is  never¬ 
theless  submitted  that  the  petitioner,  upon  the 
established  facts  of  this  case,  is  not  entitled  to 
special  assessment.  The  evidence  in  this  record 
fails  to  establish  any  abnormality  affecting  the 
petitioner’s  capital  or  income  within  the  meaning 
of  Section  327  (d)  or  any  other  facts  which  would 
bring  the  petitioner  within  the  class  of  corpora¬ 
tions  specified  in  Section  327  as  entitled  to  special 
assessment. 

ARGUMENT 

The  petitioner  apparently  has  abandoned  the  is¬ 
sue  raised  by  the  first  assignment  of  error,  that  the 
respondent  is  barred  from  asserting  the  deficiency 
here  involved  because  he  had  previously  deter¬ 
mined  a  deficiency  for  the  same  year  and  the  peti¬ 
tioner  settled  such  deficiency  upon  the  basis  of  the 
previous  determination.  (R.  55.)  Since  the  peti¬ 
tioner  does  not  in  its  brief  urge  the  point,  we 
assume  that  the  issue  is  abandoned  and  accordingly 
will  not  extend  this  brief  by  argument  upon  the 
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question.  Suffice  it  to  point  out  that  the  statute 
prescribes  the  method  in  which  a  banding  adjust¬ 
ment  of  the  disputed  tax  may  be  made  and  ijhat 
such  method  is  exclusive.  (Section  1006,  Revenue 
Act  of  1924,  and  Section  1106  (b),  Revenue  Act  of 
1926.)  It  is  settled  that  in  the  absence  of  a  bind¬ 
ing  agreement  as  prescribed  in  the  statute,  the  Com¬ 
missioner  may  revise  his  determination  and  m^ke 
a  further  determination  of  tax  at  any  time  within 
the  period  of  limitation  allowed  by  the  stathte. 
Botany  Mills  v.  United  States,  278  U.  S.  282 ;  Rar- 
riton  v.  Lucas  (D.  C.  App.),  41  F.  (2d)  429;  L. 
Loewy  <£•  Son  v.  Commissioner  (C.  C.  A.  2d),  31  F. 
(2d)  652.  There  is  no  suggestion  in  this  case  of 
a  binding  agreement  as  prescribed  by  the  statute 
or  that  the  period  of  limitation  for  assessment  4nd 
collection  had  expired  when  the  Commissioner 
determined  the  deficiency  here  involved. 


Under  the  crop  method  of  accounting  no  part  of  the 
amount  paid  as  rental  for  the  year  1918,  representing 
the  market  value  of  the  sugar  which  the  lessors  were 
entitled  to  receive  under  the  agreement  from  the  crop 
for  that  year,  should  be  allocated  as  cost  of  and  deducted 
from  the  1920  crop 

There  is  no  controversy  here  as  to  the  basis  of 
accounting  and  computing  income  employed  py 
the  petitioner.  It  is  conceded  that  the  petitioner 
may  compute  its  income  upon  the  crop  basis  as 
permitted  by  the  Treasury  Regulations.  The  ques- 
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tion  presented  is  solely  whether  or  not  the  petitioner 
may  allocate  the  sum  of  $38,053.22,  representing 
one-third  of  the  rental  paid  for  the  year  1918,  to 
the  1920  crop  and  deduct  the  same  in  computing 
income  for  the  year  1920  upon  the  crop  basis.  It 
is  the  respondent’s  position  that  the  rental  paid 
for  the  year  1918,  being  a  fixed  percentage  of  the 
crop  for  that  year  and  not  related  to  the  crop  of 
any  other  year,  is  chargeable  wholly  to  the  1918 
crop,  is  an  expense  of  producing  the  1918  crop,  and 
must  be  deducted  in  its  entirety  from  1918  income. 

Section  212  (b)  of  the  Revenue  Act  of  1918  pro¬ 
vides  that  the  net  income  shall  be  computed  upon 
the  basis  of  the  taxpayer’s  annual  accounting  pe¬ 
riod  in  accordance  with  the  method  regularly  em¬ 
ployed  in  keeping  its  books,  if  thereby  the  income 
is  clearly  reflected,  and  if  not,  then  upon  the  basis 
and  in  the  manner  determined  by  the  Commis¬ 
sioner.  Treasury  Regulations  45,  Article  38,  pro¬ 
mulgated  under  authority  of  the  Revenue  Act  of 
1918,  authorizes  farmers  engaged  in  producing 
crops  which  take  more  than  a  year  from  the  time 
of  planting  for  harvesting  and  disposing  to  com¬ 
pute  income  upon  the  crop  basis ,  “but  in  any  such 
cases  the  entire  cost  of  producing  the  crop  must  be 
taken  as  a  deduction  in  the  year  in  which  the  gross 
income  from  the  crop  is  realized.” 

The  statute  contemplates  an  annual  accounting 
period  and  an  annual  tax  period  upon  the  net  in¬ 
come  of  each  year.  In  the  usual  case  the  expenses, 
which  under  the  statute  are  deductible  in  comput- 
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in g  net  income,  must  be  deducted  from  the  gross 
income  of  the  year  in  which  they  are  paid  Or  ac¬ 
crued  and  may  not  be  deducted  in  any  other  year. 
S.  Naitove  &  Co.  v.  Commissioner  (D.  C.  App.),  32 
F.  (2d)  949;  United  States  v.  Anderson ,  269  U.  S. 
422;  Miller  cO  Vidor  Lumber  Co.  v.  Commissioner 
(C.  C.  A.  5th),  39  F.  (2d)  890.  Cf.  also  DeLpss  v. 
Commissioner  (C.  C.  A.  2d),  28  F.  (2d)  803|  805. 
It  was  recognized,  however,  that  in  some  instances 
the  income  would  not  be  clearly  reflected  by  the  de¬ 
duction  of  expenses  annually,  as  where  the  income 
to  be  taxed  is  derived  from  ventures  consuming 
more  than  one  year  and  can  not  be  determined  tantil 
completion  of  the  venture.  In  such  cases  the  true 

i 

net  income,  which  it  is  the  purpose  of  the  statute  to 
reach,  is  more  clearly  reflected  by  charging  against 
the  income  those  expenses  attributable  to  earning 
the  income  regardless  of  the  year  in  which  ]j>aid. 
Cf.  United  States  v.  Anderson ,  supra. 
with  this  purpose  the  Regulations  of  the  Cominis- 
sioner  authorize  taxpayers  whose  income  is  derived 

i 

from  crops  requiring  more  than  one  year  for  pro¬ 
duction  to  deduct  the  entire  cost  of  each  crop  f Irom 
the  income  thereof  in  the  year  in  which  it  is  realised. 
In  the  petitioner’s  business  the  production  of 

I 

crops  covered  a  period  of  approximately  eighteen 
to  twenty-four  months  from  the  time  of 
to  the  time  of  gathering  and  disposing.  In 
operation  of  its  business  the  petitioner  had 
separate  crops  in  production  at  the  same 
so  that  in  each  year  a  crop  matured  and  was 
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posed  of  and  a  new  crop  planted  while  the  crop 
planted  the  preceding  year  was  under  cultivation. 
The  crop  of  1920  was  planted  in  1918,  cultivated 
in  1919,  and  harvested  and  sold  in  1920.  Likewise, 
there  was  gathered  and  disposed  of  in  each  of  the 
years  1918  and  1919  the  crops  which  had  been 
planted  and  cultivated  in  preceding  years.  If 
computed  on  the  usual  basis  of  the i  1  annual  account¬ 
ing  period,”  the  income  derived  from  the  crops  of 
1918  and  1919  would  be  charged  with  the  cost  of 
the  1920  crop  paid  during  those  years,  whereas  all 
of  the  income  attributable  to  such  expenditures 
would  be  reported  in  1920,  which  would  tend  to  dis¬ 
tort  the  true  income  and  defeat  the  purpose  of  the 
statute.  Upon  the  crop  basis  of  accounting,  hovr- 
ever,  the  expenses  and  income  of  each  crop  are  kept 
separately  as  an  independent  venture  carried  on 
over  a  period  falling  within  three  years.  All  ex¬ 
penses  of  the  1920  crop,  those  paid  in  prior  years 
as  well  as  in  1920,  are  charged  thereto  and  are  de¬ 
ducted  in  1920  from  the  income  derived  from  the 
1920  crop.  The  computation  of  net  income  upon 
this  basis  is  fair  and  is  consistent  with  the  purpose 
of  the  statute.  In  computing  income  upon  the  crop 
basis,  however,  the  taxpayer  must  charge  to  each 
crop  all  of  the  expenses  or  costs  incurred  in  pro¬ 
ducing  the  same.  It  can  not  charge  against  the 
crop  of  one  year  any  part  of  the  expense  or  cost 
identified  with  and  attributable  to  the  crop  of 
another  year,  for  in  such  cases  the  true  income 
would  not  be  clearly  reflected  but  would  be  distorted 
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and  the  purpose  of  the  statute  would  be  frustrated. 
(See  Kahuku  Plantation  Co.  v.  Commissioner,  12 
B.  T.  A.  977,  987,  988,  for  description  of  crop  Jbasis 
of  accounting.) 

Under  the  agreement  with  the  lessors  the 
tioner  agreed  to  deliver  and  pay  as  annual  rental 
for  the  sugar  lands  a  percentage  of  all  sdgar 
grown  and  manufactured  in  each  year.  (R.  35, 
123,  124.)  In  practice  the  petitioner  marketed  the 
sugar  and  paid  to  the  lessors  the  market  valiie  of 
that  portion  of  the  crop  which  they  were  entitled 
to  receive  under  the  agreement.  The  annual  rent 
was  dependent  upon  the  production  each  year  and 
the  price  realized.  (R.  102.)  For  the  year  1918 
petitioner  paid  as  rental  $114,159.68,  representing 
the  market  value  of  that  portion  of  the  1918  crop 
which  the  lessors  were  entitled  to  receive.  (R.  36.) 
In  its  accounts  the  petitioner  allocated  one-thiijd  or 
$38,053.22  of  the  1918  rent  so  paid  to  the  1920  prop 
and  claims  a  deduction  therefor  in  1920  as  ah  ex¬ 
pense  of  producing  the  1920  crop. 

The  allocation  of  a  portion  of  the  1918  refit  as 
an  expense  of  the  1920  crop  upon  the  theory  that 
the  rent  was  for  the  whole  property,  a  part  of  w|iich 
was  used  in  1918  for  production  of  a  crop  to  mature 
in  1920,  can  not  be  sustained  in  the  light  of  the 
actual  facts.  Under  the  agreement  the  annual  Jrent 
was  a  direct  and  specific  charge  upon  the  crop  o|  the 
particular  year  for  which  it  was  paid.  It  was  pay¬ 
able  from  the  crop  of  the  current  year  and!  no 
other,  and  had  no  relation  whatever  to  the  cjops 
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of  the  other  years.  The  rent  paid  for  1918  was 
a  specific  charge  and  expense  of  the  crop  for  that 
year  and  no  other.  The  amount  thereof  was  de¬ 
pendent  wholly  upon  the  1918  crop  and  the  price 
realized  and  was  in  no  wise  affected  by  the  extent 
of  the  1920  crop  and  price  to  be  realized  for  it. 
Although  the  1920  crop  was  planted  in  1918,  no 
rent  was  due  and  none  had  accrued  in  respect  of 
it  in  1918,  nor  could  such  rent  accrue  until  the  1920 
crop  matured  and  the  price  therefor  was  realized 
in  1920.  While  the  rent  paid  in  1918  from  the  crop 
of  that  year  entitled  the  petitioner  to  the  use  of 
the  entire  plantation,  a  portion  of  which  was 
planted  in  1920  crop,  the  entire  amount  was  rental 

i 

for  the  use  of  the  land  in  producing  the  1918  crop. 
Under  its  agreement  the  petitioner  acquired  the 
use  of  the  land  for  a  term  of  years,  not  simply  from 
year  to  year,  in  consideration  of  the  payment  of 
a  portion  of  the  crops  harvested  and  manufactured 
each  year.  (R.  121-124,  136-138.)  Accordingly, 
no  part  of  the  1918  rental  was  paid  for  the  produc¬ 
tion  of  the  1920  crop.  The  entire  rental  for  the 
use  of  land  in  producing  the  1920  crop  accrued  and 
became  due  ill  1920  when  that  crop  matured  and 
was  manufactured  into  sugar.  The  rent  paid  for 
1918  was  not  merely  measured  by  the  crop  of  that 
year,  but  was  a  definite  percentage  of  that  crop 
and  an  expense  inseparably  identified  with  the  1918 
crop. 

To  clearly  reflect  income  upon  the  crop  basis,  it 
is  essential  that  “the  entire  cost”  of  producing  the 


crop  must  be  taken  as  a  deduction  in  the  ye^r  in 
which  the  gross  income  from  the  crop  is  realized. 
(Article  38,  Regulations  45.) 

Before  the  precise  amount  of  the  crop  and  the 
income  could  be  ascertained  it  was  necessarjv  to 
deduct  from  the  crop  the  percentage  to  whicl(  the 
lessors  were  entitled  in  payment  for  rent.  It  is:  im¬ 
material  that  the  petitioner  in  practice  paid  to  the 
lessors  the  market  value  of  their  share.  Whether 
paid  in  kind  or  in  cash,  the  income  from  the  1918 
crop  was  reduced  by  the  market  value  of  the  spgar 
due  for  rent  and  petitioner’s  income  therefrom 
could  not  be  ascertained  until  after  such  reduction 
was  made.  A  method  of  accounting  which  would 
defer  any  part  of  such  rent  to  a  later  year  for  de¬ 
duction  from  the  income  of  that  year  does  not 
clearly  reflect  the  income  of  either  year  and  does  not 
comply  with  the  express  provisions  of  the  statute 
and  regulations. 

The  conclusion  seems  inescapable  that  the  [rent 
payment  in  1918  was  definitely  and  inseparably 
chargeable  to  the  1918  crop  and  no  other  and  that 
any  arbitrary  shifting  or  deferring  of  such  rent  or 
any  part  thereof  would  necessarily  distort  the  true 
net  income  from  the  1918  crop.  It  follows  neces¬ 
sarily  that  the  allocation  of  any  part  of  the  f 918 
rent  to  the  1920  crop  and  the  deduction  thereof 
from  1920  income  as  an  expense  does  not  clearly 
reflect  the  true  income  for  1920  but,  on  the  bon- 
trary,  is  a  distortion  of  1920  income. 


Even  though  the  1918  rental  be  considered  as 
payment  for  the  use  of  the  entire  plantation  for 
that  year,  nevertheless  no  part  thereof  may  be 
properly  allocated  as  an  expense  of  the  1920  crop 
and  deducted  from  1920  income  upon  the  crop  basis 
of  computing  income.  In  that  view  it  seems  appar¬ 
ent  that  the  rehtal  is  a  general  expense  not  identi¬ 
fied  with  the  crop  or  crops  of  any  year  or  years. 
It  is  then  an  item  of  overhead  expense  incident  to 
the  annual  operation  of  the  business  and,  like  other 
items  of  general  expense,  such  as  executives’  sala¬ 
ries,  taxes,  insurance,  interest  on  borrowed  money, 
etc.,  which  are  incurred  in  the  conduct  of  the  busi¬ 
ness,  is  not  attributable  directly  to  the  production 
of  the  crops  of  any  year.  Such  annual  and  recur¬ 
ring  expenses,  being  unrelated  to  any  particular 
crop,  must  be  deducted  in  the  year  in  which  they 
are  paid  or  incurred  and  may  not  be  deferred,  in 
whole  or  in  part,  to  a  later  year  as  an  expense 
deductible  from  the  crop  income  of  a  later  year. 
Upon  the  crop  basis  only  those  expenses  and  costs 
identified  with  a  particular  crop  may  be  deferred 
to  the  year  of  maturity  of  such  crop,  and  all 
expenses  not  so  identified  are  deductible  from 
income  only  in  the  year  when  paid  or  incurred,  if 
the  income  is  to  be  thereby  clearly  reflected.  The 
statute  and  regulations  authorize  the  computation 
of  income  upon  the  crop  basis  rather  than  upon  the 
basis  of  the  annual  accounting  period,  only  as  it 
clearly  reflects  the  income  and  do  not  permit  the 


23 


use  of  such  a  method  to  distort  income  by  the  defer¬ 
ment  of  general  expenses,  unidentified  with  specific 
crops,  paid  in  one  year  to  a  later  year  and  the 
deduction  of  the  same  in  the  later  year.  By  such 
a  method  the  income  would  not  be  clearly  reflected 
and  the  purpose  of  the  statute  would  be  frustrated. 

It  is  submitted,  therefore,  that  the  petitioner, 
upon  the  crop  basis  of  accounting,  may  not  deduct 
from  1920  income  one-third,  or  $38,053.22,  of  the 
rental  paid  in  1918  from  the  1918  crop. 

II 

The  lump-sum  payment  by  petitioner  of  $240,000  in  lbl8 
for  the  interest  of  its  lessors  in  the  unexpired  tern*  of 
the  principal  lease,  aggregating,  as  extended,  tweijty- 
nine  months,  must  be  allocated  ratably  over  the  entire 
period.  Petitioner  failed  to  establish  that  $30,000  of 
said  sum  was  paid  specifically  as  rent  for  May,  1^20, 
and  deductible  as  such  independently  in  1920 

Petitioner  also  seeks  to  deduct  in  1920  the  sun^  of 
$30,000  which  it  is  claimed  was  paid  in  1918  as  rent 
for  the  month  of  May,  1920.  j 

That  sum  is  a  part  of  the  lump  payment  made  by 
the  petitioner  in  December,  1918,  to  its  lessors  for 
their  reversionary  interest  and  in  settlement  of  fhe 
rent  to  become  due  for  the  unexpired  portion  of  the 
sublease.  With  the  exception  of  the  $30,000  item, 
it  is  agreed  that  the  payment  so  made  covers  a  pe¬ 
riod  of  twenty-nine  months  and  that  12/29ihs 
thereof  is  deductible  in  the  year  1920.  Petitioner, 
however,  contends  that  $30,000  of  the  total 
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was  rent  for  May,  1920,  and  should  be  excluded 
from  the  amount  to  be  distributed  ratably  over  the 
twenty-nine  month  period  and  should  be  deducted 
independently  in  1920.  It  is  the  position  of  the  re¬ 
spondent  that  the  entire  lump-sum  payment  must 
be  distributed  ratably  over  the  period,  that  only 
12/29ths  thereof  is  deductible  in  1920,  and  that 
$30,000  of  the  gross  sum  may  not  be  deducted  inde¬ 
pendently  in  1920  as  rent  for  the  month  of  May. 

Whether  or  not  $30,000  or  any  specific  amount  of 
the  gross  sum  was  a  payment  of  rent  specifically 
for  May,  1920,  obviously  is  a  question  of  fact  which 
it  was  incumbent  upon  the  petitioner  to  establish. 
The  Commissioner  determined  that  the  gross  pay¬ 
ment  was  for  the  purchase  of  the  unexpired  term 
of  the  lease,  which  was  immediately  extended  for 
one  year,  and  that  the  gross  payment  should  be 
allocated  over  the  entire  period  (R.  26)  now  agreed 
to  be  twenty-nine  months.  The  Commissioner’s  de- 
termination  was  prima  facie  correct,  and  the  bur¬ 
den  was  upon  the  petitioner  to  prove  that  such 
determination  was  erroneous  and  the  deficiency 
proposed  illegal.  Reinecke  v.  Spalding ,  280  U.  S. 
227 ;  Botany  Mills  v.  United  States ,  supra ;  United 
States  v.  Anderson ,  supra;  Bishoff  v.  Commissioner 
(C.  C.  A.  3rd),  27  F.  (2d)  91;  Avery  v.  Commis¬ 
sioner  (C.  C.  A.  5th),  22  F.  (2d)  6;  Fester  v.  Com¬ 
missioner,  38  F.  (2d)  890.  Moreover,  the  Board  of 
Tax  Appeals  concluded  that  the  gross  payment  was 
a  lump  sum  for  the  unexpired  term  of  the  sublease 
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and  the  reversionary  interest  of  the  lessors,  quid 
that  $30,000  thereof  was  not  paid  specifically  as 
rent  for  May,  1920  (R.  37,  44) ,  and  this  court  will 
not  disturb  that  finding  if  supported  by  any  sub¬ 
stantial  evidence.  W.  K.  Henderson  Iron  Works 
&  Supply  Co.  v.  Blair  (D.  C.  App.),  25  F.  (£d) 
538,  539;  Insurance  &  Title  Guarantee  Co.  v.  Com¬ 
missioner  (C.  C  A.  2d),  36  P.  (2d)  842;  Bishop  v. 
Commissioner ,  supra. 

The  petitioner  held  its  lands  under  subleases 
which  expired  April  30,  1920.  Its  lessors  hel^l  a 
thirty-year  lease  from  the  Commissioners  of 
Crown  Lands  (before  Hawaii  became  a  United 
States  Territory)  which  expired  May  31,  IS 20. 

Under  the  laws  of  Hawaii  the  tenant  holding  a 

? 

lease  might,  upon  its  expiration,  obtain  an  exten¬ 
sion  of  one  year  to  harvest  the  crops.  As  the  peti¬ 
tioner’s  sublease  expired  April  30,  1920,  its  lessbrs 
would  be  holding  as  tenants  at  the  expiration  of 
the  principal  lease  on  May  31,  1920,  and  would  be 
entitled  to  the  year’s  extension  allowed  by  law.  To 
secure  this  right  the  petitioner  in  1918  negotiated 
with  the  lessors  for  the  purchase  of  their  interest 
in  the  lease,  and  the  lessors  finally  agreed  to  accept 
$240,000  for  their  interest.  (R.  39,  68,  69.)  On 
December  4, 1918,  the  petitioner  paid  to  the  lessors 
the  agreed  sum  of  $240,000  in  consideration  of  :he 
assignment  of  the  then  unexpired  term  of  their 
lease ;  that  is,  in  commutation  and  settlement  of  i;he 
rent  to  become  due  during  the  unexpired  term  of 
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the  sublease  and  for  the  reversionary  interest  of 
the  lessors  under  the  principal  lease.  (R.  37,  68, 
79.)  At  or  about  the  same  time  the  petitioner  ob¬ 
tained  from  the  Government  a  vear’s  extension  of 
the  lease  up  to  June  1,  1921.  (R.  69.)  In  the 

settlement  and  in  the  books  of  account  of  the  peti¬ 
tioner  no  specific  amount  was  allocated  to  the  month 
of  May,  1920.  (R.  81.)  No  special  mention  of  rent 
for  May,  1920,  is  made  in  any  book  or  record  of 
the  petitioner  except  in  the  minutes  of  the  Direc¬ 
tors’  meeting.  (R.  81.)  In  the  minutes  of  the 
Directors’  meeting  held  December  3,  1918,  refer¬ 
ence  is  made  to  a  statement  submitted  by  two  offi¬ 
cers  estimating  the  rental  coming  to  the  lessors  dur¬ 
ing  the  remainder  of  the  sublease  at  $220,000  and 
for  May,  1920,  at  $30,000,  totaling  $250,000,  which 
it  was  proposed  should  be  offered  to  the  lessors. 
(R.  68.)  The  same  minutes,  however,  record  the 
fact  that  the  negotiations  resulted  in  the  acceptance 
by  the  lessors  of  the  lump  sum  of  $240,000  for  their 
interest  (R.  69),  and  the  formal  resolution  of  the 
Directors  approving  the  purchase  authorized  the 
payment  of  the  lump  sum  of  $240,000  for  all  the 
lessors’  interests  in  the  sublease  and  the  principal 
lease  (R.  68,  70).  Moreover,  the  written  receipt 
for  the  amount  paid  recited  that  the  payment  was 
“for  $240,000  paid  on  December  4,  1918,  for  the 
account  of  the  Kekaha  Sugar  Company  in  full  for 
assignment  by  the  Knudsens  of  the  remaining  term 
of  Government  Lease  No.  164,  dated  June  1, 1890.” 
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(R.  71.)  The  books  of  the  petitioner  show  th^t 
$110,000  of  the  total  amount  was  charged  to  the 
1918  crop.  The  books  make  no  mention  of  a  spe¬ 
cific  amount  for  the  month  of  May,  1920  (R.  81^), 
nor  was  any  part  of  the  $240,000  deferred  to  crops 
maturing  after  1920  (R.  89). 

It  seems  clear  that  no  part  of  the  gross  purchase 
price  paid  by  petitioner  to  acquire  the  interest  of 
the  lessors  was  specifically  set  apart  and  paid 
rent  for  May,  1920,  or  any  other  particular  month. 
While  of  course  it  was  important  to  the  petitioner 
that  it  be  in  possession  under  the  lease  in  May, 
1920,  the  evidence  is  conclusive  that  the  $240, OCO 
was  a  gross  or  lump  sum  payment  in  consideration 
of  all  interests  of  the  lessors,  and  that  neither 
$30,000  thereof,  nor  any  other  portion,  was  paid 
for  a  specific  month. 

Not  only  has  the  petitioner  failed  to  sustain  the 
burden  of  proving  that  $30,000  of  the  $240,000  pay¬ 
ment  was  as  rent  for  1920  and  that  the  Commis¬ 
sioner’s  determination  was  erroneous,  but  substan¬ 
tially  all  of  the  evidence  sustains  the  conclusion 
of  the  Board  that  the  entire  sum  of  $240,000  was  ja 
lump  payment  which  must  be  allocated  ratably  ov^r 
the  whole  period  purchased.  Accordingly,  the 
Board  correctly  denied  the  deduction  in  1920  Of 
$30,000  independently  as  rent  for  May,  1920,  afid 
limited  the  deduction  allowable  in  1920  on  account 
of  the  purchase  of  the  interests  of  the  lessors  1)o 
12/29ths  of  the  gross  amount  paid. 
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III 

The  decision  of  the  Board  of  Tax  Appeals  rejecting  a 
claim  for  special  assessment  of  profits  taxes  under  Sec¬ 
tions  327  and  328  of  the  revenue  act  of  1918  may  not 
be  reviewed  by  the  court  of  appeals  in  the  absence  of 
abuse  of  discretion  or  other  irregularity 

The  Board  of  Tax  Appeals  denied  the  peti¬ 
tioner’s  claim  for  special  assessment  of  its  profits 
taxes  under  the  provisions  of  Sections  327  and  328 
of  the  Revenue  Act  of  1918,  and  the  petitioner  now 
seeks  a  review  of  that  determination  by  this  court. 
It  is  the  position  of  the  respondent  that  the  allow¬ 
ance  or  denial  of  special  assessment  is  a  discretion¬ 
ary  administrative  function  confided  to  the  Com¬ 
missioner  of  Internal  Revenue,  reviewable  only  by 
the  Board  of  Tax  Appeals,  and  that  the  Circuit 
Courts  of  Appeals  will  not  review  a  decision  of  the 
Board  of  Tax  Appeals  rejecting  a  claim  for  special 
assessment  in  the  absence  of  abuse  of  discretion, 
fraud,  or  other  irregularity. 

The  general  rule  is  well  established  that  discre¬ 
tionary  acts  of  an  administrative  officer  or  execu¬ 
tive  agency  will  not  be  reviewed  by  the  courts  in 
the  absence  of  fraud,  abuse  of  discretion,  or  other 
irregularity.  See  Public  Clearing  House  v.  Coyne, 
109  U.  S.  497 ;  Silberschein  v.  United  States,  266 
IT.  S.  221. 

In  Williamsport  Co .  v.  United  States,  277  U.  S. 
551,  it  was  held  that  the  Court  of  Claims  and  the 
United  States  District  Courts  are  not  empowered 
to  review  the  action  of  the  Commissioner  of  In- 
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ternal  Revenue  upon  the  application  of  a  corpora¬ 
tion  for  assessment  of  its  profits  taxes  under  Sec¬ 
tions  327  and  328  of  the  Revenue  Act  of  1918.  The 
court  pointed  out  that  these  sections  imposed  upon 
the  Commissioner  a  purely  administrative  task  in¬ 
volving  the  exercise  of  discretion  necessarily  con¬ 
ferred  and  that  everv  consideration  negatived  the 
right  to  a  review  of  his  determination  by  the  courts. 
The  court  concluded  that  (p.  562) — 

*  *  *  the  determination  whether  the 

taxpayer  is  entitled  to  the  special  assessment 
was  confided  by  Congress  to  the  Commis¬ 
sioner  and  could  not,  under  the  Revenue  Act 
of  1918,  be  challenged  in  the  courts — at  lehst 
in  the  absence  of  fraud  or  other  irregu¬ 
larities. 

The  petitioner  argues,  however,  that  since  the 
Board  of  Tax  Appeals  has  jurisdiction  to  review 
special  assessment  determinations  of  the  Commis¬ 
sioner,  Blair  v.  Oesterlein  Co .,  275  U.  S.  220,  and 
the  Circuit  Courts  of  Appeals  have  jurisdiction  to 
review  decisions  of  the  Board  of  Tax  Appeals,  Sec¬ 
tions  1001, 1002,  and  1003,  Revenue  Act  of  1926,  the 
decision  of  the  Board  upon  a  claim  for  special 
assessment  under  Sections  327  and  328,  supra,  may 
be  reviewed  by  this  court.  Such  a  contention,  ^e 
submit,  can  not  be  supported. 

An  analogous  contention  in  the  Williamsport 
case,  supra,  was  rejected  by  the  Supreme  Court. 
Attention  was  there  called  to  the  distinction  be¬ 
tween  discretionary  administrative  acts  of  the 
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Commissioner  and  his  determinations  involving 
conclusions  of  fact,  which  are  only  prima  facie  cor¬ 
rect  and  are  commonly  reviewable  by  the  courts  in 
appropriate  proceeding  where  the  facts  become  an 
issue.  The  court  observed  that  it  had  held  that  the 
Court  of  Claims  is  without  jurisdiction  where  the 
statute  creating  the  claim  referred  the  final  de¬ 
termination  to  an  administrative  or  executive 
agency.  It  was  pointed  out  that  the  contention 
failed  to  take  into  account  the  important  differ¬ 
ences  between  an  appeal  to  the  Board  of  Tax  Ap¬ 
peals,  an  independent  agency  in  the  executive 
branch  of  the  Government,  and  an  original  suit  in 
the  Court  of  Claims  or  the  District  Courts.  The 
Board  of  Tax  Appeals  was  created  for  the  sole 
purpose  of  reviewing  determinations  of  the  Com¬ 
missioner  under  the  Revenue  laws,  and  its  jurisdic¬ 
tion  to  review  his  determinations  under  Sections 
327  and  328,  supra ,  is  founded  on  its  special  quali¬ 
fications  and  limited  functions,  through  which  its 
members  are  enabled  to  acquire  the  special  knowl¬ 
edge  and  experience  essential  to  the  sound  exercise 
of  judgment  recognized  in  considering  and  dealing 
with  cases  of  special  assessment.  The  important 
differences  between  an  appeal  to  the  Board  of  Tax 
Appeals  and  an  original  suit  in  the  courts  referred 
to  by  the  Supreme  Court  relate  to  the  character  and 
qualifications  of  the  Board  of  Tax  Appeals  as  an 
adjunct  or  supplement  to  the  Treasury  Department 
and  not  to  any  differences  between  original  and 
appellate  procedure.  The  purely  administrative 


and  discretionary  character  of  the  tasks  imposed 
by  Section  327  and  328,  supra ,  is  not  in  anywise 
changed  or  modified  by  the  right  to  a  review  by 
the  Board  of  Tax  Appeals  of  the  Commissioner ’s 
determinations  thereunder,  and  no  sound  basi£  is 

i 

thereby  afforded  for  a  further  review  of  that  (de¬ 
termination  by  the  Circuit  Court  of  Appeals.  The 
jurisdiction  of  the  Circuit  Courts  of  Appeals  to 
review  decisions  of  the  Board  of  Tax  Appeal^  is 
limited  to  questions  of  law,  Section  1003  (b)  of  the 
Revenue  Act  of  1926;  IF.  K .  Henderson  Iron 
Works  &  Supply  Co.  v.  Commissioner ,  supra; 
Bishoff  v.  Commissioner,  supra;  Am-Plus  Storage 
B.  Co.  v.  Commissioner  (C.  C.  A.  7th),  35  F.  (2d) 
167,  and  can  not  be  extended  to  a  review  of  mere 
administrative  acts  of  an  executive  official  j  or 
agency,  such  as  special  assessment  determinations. 
The  Circuit  Courts  of  Appeals  have  without  excep¬ 
tion  declined  to  review  the  Board’s  decisions  a^  to 

i 

disputed  questions  of  fact.  IF.  K.  Henderson  If  on 
Works  cO  Supply  Co.  v.  Commissioner,  supra; 
Bislioff  v.  Commissioner,  supra;  Am-Plus  Storage 
B.  Co.  v.  Commissioner,  supra;  Avery  v.  Commis¬ 
sioner,  supra.  It  seems  obvious  that  such  questions 
would  be  much  more  susceptible  of  appellate  de¬ 
termination  than  the  intricate  and  complex  special- 
assessment  questions  involving,  as  the  Supreme 
Court  pointed  out,  “the  soundness  of  judgment  ex¬ 
ercised  by  the  individual  or  body  to  whom  the  thsk 
was  confided”  and  also  considerations  not  entirely 
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susceptible  of  proof  or  disproof.  Williamsport 
Co.  v.  United  States ,  supra. 

It  can  no  longer  be  questioned  that  the  determi¬ 
nations  of  the  Commissioner  in  respect  of  special 
assessment  is!a  discretionary  administrative  act 
which  can  not  be  reviewed  in  courts  of  original 
jurisdiction  nor  on  appeal  therefrom  by  the  appel¬ 
late  courts.  See  National  Park  Bank  of  New  York 
v.  United  States,  33  F.  (2d)  1006;  Ennis  Coal  Co. 
v.  United  States  (C.  C.  A.  4th),  37  F.  (2d)  574; 
Livestock  Nat.  Bank  v.  United  States  (C.  C.  A. 
8th),  36  F.  (2d)  334;  Chicago  Frog  &  Switch  Co. 
v.  United  States,  66  Ct.  Cls.  662,  certiorari  denied, 
280  U.  S.  579.  It  would  seem  to  follow  that  the 
Circuit  Courts  of  Appeals  similarly  may  not  review 
such  determinations  on  an  appeal  from  the  Board 
of  Tax  Appeals.  No  good  reason  is  perceived  why 
the  mere  selection  of  the  judicial  route  should  de¬ 
termine  whether  or  not  special  assessment  cases  are 
reviewable  by  the  courts.  It  would  be  an  anom¬ 
alous  situation,  indeed,  if  the  mere  fact  of  consid¬ 
eration  by  the  Board  of  Tax  Appeals  should  entitle 
taxpayers  to  a  review  by  the  Circuit  Courts  of 
Appeals  when  the  right  to  such  a  review  would 
clearly  be  lacking  if  taxpayers  followed  the  other 
judicial  route  open  to  them;  namely,  by  paying  a 
tax  and  suing  for  its  recovery  in  a  district  court. 
The  reasoning  which  impelled  the  Supreme  Court 
in  the  Williamsport  case  to  the  conclusion  that  the 
provisions  of  the  statute  all  negative  the  right  to  a 
review  of  special  assessment  determinations  of  the 
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Commissioner  by  a  court  applies  equally  to  a  review 
of  the  Board’s  decision  in  such  cases  and  we  submit 
that  the  decision  of  the  Supreme  Court  in  that 
case  is  controlling  here.  The  Circuit  Courts  of 
Appeals  for  the  Third  and  Fifth  Circuits  have  so 
held.  ! 

In  Cramer  &  King  Co.  v.  Commissioner  (C.  C. 
A.  3rd),  41  F.  (2d)  24,  after  noting  that  the  deter¬ 
mination  under  Sections  327  and  328  is  an  act  in¬ 
volving  the  exercise  of  administrative  discretion 
and  pointing  out  that  whether  or  not  the  condi¬ 
tions  of  the  statute  have  been  met  are  all  questions 
calling  for  the  exercise  of  sound  judgment  and  wise 
discretion,  the  court  said  (p.  26)  :  j 

Whether  a  taxpayer  is  entitled  to  a  special 
assessment  under  these  sections  was  confided 
by  the  Congress  to  the  discretion  of  the  Com¬ 
missioner,  and  that  discretion  mav  not  be 
reviewed  by  the  courts,  in  the  absence  of 
fraud  or  other  irregularities.  There  is  no 
hint  of  fraud  or  other  irregularities  here.j 

In  Standard  Rice  Co.  v.  Commissioner  (C.  C.  A. 
5th),  41  F.  (2d)  481,  the  court,  considering  the 
same  question,  stated  (p.  482)  :  j 

It  may  be  assumed  that  the  decision  of  the 
Board  would  be  subject  to  review  here  if  the 
Board  had  refused  to  take  jurisdiction  or 
had  disposed  of  the  case  arbitrarily  or  with¬ 
out  exercising  its  own  independent  judg¬ 
ment.  But  the  power  of  the  Commissioner 
to  determine  in  the  first  instance  whether  a 
taxpayer  is  entitled  to  a  special  assessment 
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under  sections  327  and  328  of  the  1918  Rev¬ 
enue  Act  is  discretionary  in  character ;  and 
the  porter  of  the  Board  to  review  such  deter - 
mination  is  likewise  discretionary.  Where, 
as  here,  the  Board  has  fairly  exercised  its 
power  to  review,  and  no  abuse  of  discretion 
is  shown,  in  our  opinion  its  decision  is  not 
reviewable  by  the  courts.  In  Williamsport 
Wire  Rope  Co.  v.  United  States,  277  U.  S. 
551,  48  S.  Ct.  587,  72  L.  Ed.  985,  it  was  held 
that  the  Court  of  Claims  was  without  juris¬ 
diction  in  an  original  suit  bv  a  taxpayer  to 
review  a  determination  of  the  Commissioner 
refusing  a  special  assessment.  In  the  course 
of  the  opinion  it  was  said  that  such  juris¬ 
diction  if  possessed  by  the  Court  of  Claims 
would  also  be  possessed  by  the  federal  dis¬ 
trict  courts.  It  would  seem  to  follow"  that 
the  Commissioner’s  determination  could  not 
be  challenged  by  an  original  suit  in  any 
court. '  It  had  previously  been  held  that  the 
Board  of  Tax  Appeals  had  authority  to 
review7  a  determination  by  the  Commissioner 
as  to  special  assessments,  Blair  v.  Oesterlein 
Machine  Co.,  275  U.  S.  220,  48  S.  Ct.  87,  72 
L.  Ed.  249 ;  but  in  exercising  that  authority, 
it  w-as  pointed  out  in  the  Williamsport  case, 
the  Board  acts,  not  as  a  court,  but  as  an 
administrative  agency  in  the  executive 
branch  of  the  government.  As  courts  of 
original  jurisdiction  are  without  authority 
to  review  special  assessments,  so  also  in  our 
opinion  are  the  Circuit  Courts  of  Appeals 
without  such  authority  in  the  absence  of  an 
abuse  of  the  discretion  committed  to  the 


Board  of  Tax  Appeals ,  It  is  true  that  the 
courts  of  appeals  are  given  broad  power  to 
review  decisions  of  the  Board,  26  U.  S.  C.  A. 
§  1226 ;  but  that  power  extends  only  to  ques¬ 
tions  of  a  judicial  character.  Old  Colony 
Trust  Co,  v.  Commissioner,  279  U.  S.  716, 
49  S.  Ct.  499,  73  L.  Ed.  918,  relied  on  by 
petitioner,  dealt  with  questions  of  law  ajnd 
not  with  mere  matters  of  administrative  dis¬ 
cretion.  It  is  not  reasonable  to  suppose  that 
Congress  intended  that  a  right  of  review! of 
special  assessment  should  depend  on  apy 
difference  between  original  and  appellate 
proceedings.  (Italics  supplied.) 


The  Circuit  Court  of  Appeals  for  the  Third  Cir¬ 
cuit  has  consistentlv  followed  its  decision  in  Cramer 

%/ 

&  King  Co,  v.  Commissioner ,  supra,  and  held  that 
special  assessment  decisions  of  the  Board  of  Tp.x 
Appeals  are  not  reviewable  in  the  absence  of  abijse 
of  discretion  or  other  irregularity.  Apollo  Steel 
Co,  v.  Commissioner,  41  F.  (2d)  986;  Duquesne 
Steel  Foundry  Co,  v.  Commissioner,  41  F.  (2d) 
995;  Enameled  Metals  Co,  v.  Commissioner,  42  |F. 
(2d)  213;  Sheppard  &  Myers,  Inc,,  v.  Commis¬ 
sioner,  decided  November  20, 1930,  not  yet  reported. 

Attention  is  called  to  the  decision  of  the  Circuit 
Court  of  Appeals  for  the  Seventh  Circuit  in  Ryan 
Car  Co,  v.  Commissioner,  decided  October  24, 19?0, 
not  yet  reported,  where  it  was  said:  “ Courts  of 
Appeals  have  jurisdiction  to  review  any  decision  jof 
the  Board  of  Tax  Appeals.”  It  should  be  noted, 
however,  that  after  announcing  this  opinion  tjbe 
court,  without  passing  upon  the  merits  of  the  t^x- 
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payer’s  claims  concluded  that  the  Commissioner 
and  the  Board  of  Tax  Appeals  had  a  broad  discre¬ 
tion  in  special  assessment  cases  and  affirmed  the 
decision  of  the  Board  denying  special  assessment, 
there  being  no  evidence  that  the  Commissioner  and 
the  Board  did  not  exercise  a  fair  and  reasonable 
discretion.  It  may  therefore  be  said  that  this  deci¬ 
sion  is  in  substantial  accord  with  the  views  adopted 
bv  the  Third  and  Fifth  Circuits,  that  decisions  of 
the  Board  of  Tax  Appeals  in  special  assessment 
cases  can  not  be  reviewed  by  the  Circuit  Courts  of 
Appeals  in  the  absence  of  clear  abuse  of  discretion 
or  other  irregularity. 

It  should  be  noted,  however,  that  in  Duquesne 
Steel  Foundry  Co.  v.  Commissioner ,  supra,  and 
Enameled  Metals  Co.  v.  Commissioner,  supra,  upon 
the  allegation  of  the  taxpayers  that  the  decision  of 
the  Circuit  Court  of  Appeals  for  the  Seventh  Cir¬ 
cuit  in  the  Ryan  Car  case,  supra,  is  in  conflict  with 
the  decisions  of  the  Circuit  Court  of  Appeals  for 
the  Third  Circuit,  to  which  allegation  the  Govern¬ 
ment  made  no  reply,  the  United  States  Supreme 
Court  on  November  24,  1930,  granted  the  petition 
for  a  writ  of  certiorari  in  each  case.  Accordingly, 
the  question  here  presented  will,  in  due  course,  be 
considered  and  finally  decided  by  the  Supreme 
Court. 

In  the  instant  case  no  application  for  special 
assessment  of  profits  taxes  for  the  year  1920  was 
made  to  the  Commissioner  of  Internal  Revenue. 
(R.  14-27.)  The  petitioner  claimed  the  right  to 
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special  assessment  for  the  first  time  in  its  petition 
to  the  Board  of  Tax  Appeals  appealing  from  tjhe 
deficiency  determined  by  the  Commissioner  for  the 
year  1920.  (R.  7.)  It  is  apparent  from  what  lias 
been  said  above  that  the  allowance  or  rejection  of 
special  assessment  in  any  case  is  an  administrative 
function  confided  in  the  first  instance  to  the  discre¬ 
tion  of  the  Commissioner  of  Internal  Revenue.  The 
statute  authorizing  the  assessment  of  profits  tax]es 
of  a  domestic  corporation,  especially  with  reference 
to  comparative  corporations,  rather  than  in  the 
usual  manner  prescribed  by  Section  301,  in  eve^y 
instance  requires  the  performance  of  some  act  by 
the  Commissioner  of  Internal  Revenue  and  clearjy 
contemplates  that  the  action  shall  be  taken  only 
upon  application  by  the  corporation  for  the  excep¬ 
tional  method  of  procedure.  The  statute  certainly 
does  not  require  the  Commissioner  to  voluntarily 
assess  the  tax  in  the  special  manner  but  simply 
authorizes  the  Commissioner  under  certain  condi¬ 
tions  to  assess  the  tax  in  a  particular  way  whep 
requested  so  to  do  by  the  taxpayer.  Indeed,  ope 
provision  of  the  statute,  Section  327  (d),  upoh 
which  the  petitioner  relies,  specifically  states  that 
the  action  of  the  Commissioner  shall  be  taken  upoh 
application  by  the  corporation  (the  taxpayer).  In 
the  absence  of  an  application  by  the  taxpayer  to 
the  Commissioner  for  special  assessment,  there  has 
been  no  opportunity  for  the  Commissioner  to  ex¬ 
ercise  the  discretion  conferred  upon  him  and  to  dis¬ 
charge  the  administrative  duties  imposed  upon 


38 


him.  A  claim  for  special  assessment  is  not  properly 
made  to  the  Board  of  Tax  Appeals  in  the  first 
instance.  It  is  no  part  of  the  function  of  the  Board 
of  Tax  Appeals  to  assess  a  tax.  It  is  the  duty  of 
the  Board  to  review  determinations  of  the  Com¬ 
missioner  and  redetermine  the  correct  amount  of 
tax  for  the  particular  year  involved.  In  special 
assessment  cases  the  jurisdiction  of  the  Board  of 
Tax  Appeals  extends  no  further  than  to  a  review 
of  the  action  of  the  Commissioner,  Blair  v.  Oester- 
lein  Machine  Co .,  supra;  Williamsport  Co.  v.  United 
States.  In  this  case,  however,  the  Board  consid¬ 
ered  the  petitioner’s  claim  and  ruled  adversely  to 
it.  The  petitioner  failed  to  follow  the  procedure 
prescribed  by  the  statute  and  should  not  be  heard 
to  complain  that  it  has  nevertheless  received  con¬ 
sideration  of  its  claim  by  the  Board. 

In  any  event,  it  seems  clear  that  in  the  absence 
of  fraud  or  abuse  of  discretion  the  determination 
of  the  right  to  special  assessment  may  not  be  re¬ 
viewed  by  the  Circuit  Courts  of  Appeals  whether 
that  determination  be  made  in  the  first  instance  by 
the  Commissioner  of  Internal  Revenue,  to  whom 
the  task  is  confided  by  the  statute,  or  by  the  Board 
of  Tax  Appeals,  the  agency  authorized  to  review 
the  acts  of  the  Commissioner.  The  petitioner  has 
not  alleged,  nor  is  there  any  evidence  in  this  record, 
that  the  Board  of  Tax  Appeals  abused  its  discre¬ 
tion  or  otherwise  acted  irregularly  in  denying  the 
claim  for  special  assessment.  It  is,  therefore,  sub¬ 
mitted  that  this  court  may  not  review  that  decision. 
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IV 

Upon  the  established  facts,  petitioner  is  not  entitled  to 
special  assessment  of  profits  taxes  for  1920 


Should  the  Court,  however,  conclude  to  review 
the  decision  of  the  Board  in  respect  to  the  cl^im 
for  special  assessment,  the  facts  in  this  record 
clearly  disclose  that  the  petitioner  is  not  entiljled 
to  the  special  assessment  of  its  profis  taxes  for  IS 20. 

Petitioner  relies  upon  subdivision  (d)  of  Section 
327,  supra ,  and  contends  that  its  capital  and  in¬ 
come  were  affected  by  abnormal  conditions,  in  that 
(1)  no  salaries  were  paid  to  the  officers  for  tl^eir 
services  to  the  Company,  (2)  the  conduct  of  its 
business  upon  leased  lands  amounted  to  the  use  of 
borrowed  capital,  (3)  only  a  small  cash  capital  was 
used  in  the  business  due  to  the  arrangement  by 
which  its  agent  furnished  all  supplies  and  equip¬ 
ment,  and  (4)  physical  assets  acquired  at  a  cost  of 
$1,594,547.91  were  included  in  its  invested  capital 
for  1920  only  to  the  extent  of  the  depreciated  cost 
thereof,  $210,016.72. 

Petitioner  operated  sugar  lands  under  a  lease. 
It  carried  on  the  business  through  a  fiscal  agent  \yho 
acted  for  it  in  substantially  all  matters,  exclusive 
of  actual  operation  of  the  plantation,  purchasing 
all  its  supplies  and  equipment,  and  marketing  all 
its  sugar.  (R.  59.)  The  agent  was  a  substantial 
stockholder  in  the  petitioner,  and  additional  stbck 
was  owned  by  the  stockholders,  directors,  and  Offi¬ 
cers  of  the  agent.  (R.  59,  72.)  The  officers  and 
directors  of  the  petitioner  were  likewise  the  officers 
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of  the  agent.  (R.  72.)  Petitioner  sent  its  annual 
reports,  partially  completed,  to  the  agent,  by  whom 
they  were  completed,  reviewed,  audited,  and 
printed  for  distribution.  (R.  59,  62,  71.)  No  sal¬ 
aries  were  paid  by  the  petitioner  to  any  of  its  offi¬ 
cers  except  the  first  vice  president,  who  was  also 
the  manager  of  the  plantation  and  was  compensated 
for  his  service  as  such.  (R.  59,  60,  75.)  The  agent 
also  acted  as  such  for  four  other  sugar  companies 
under  exactly  the  same  arrangement  and  conditions 
as  obtained  in  its  relationship  to  the  petitioner  (R. 
62,  72),  and  other  sugar  plantations  operated  under 
substantially  the  same  kind  of  an  arrangement  with 
other  agents  (R.  62,  76). 

There  is  no  evidence  of  what  duties,  if  any,  the 
officers  of  the  petitioner  had  or  what  services,  if 
any,  were  rendered  by  the  officers  to  the  petitioner. 
All  the  evidence  indicates  that  the  officers  had  no 
duties  and  performed  no  services  in  the  operation 
of  the  petitioner’s  business.  The  manager  was  the 
executive  head  of  the  plantation  and  supervised  and 
had  the  actual  management  of  the  business.  (R. 
75.)  Por  his  services  he  received  from  petitioner 
in  1920  a  salary  of  $7,500  and  a  bonus  of  $6,253.95. 
(R.  74.)  The  president  and  second  vice  president 
were  men  of  advanced  years  in  1920 ;  they  did  not 
devote  any  appreciable  time  to  the  petitioner’s 
affairs  and  did  not  devote  a  great  deal  of  time  to 
corporate  meetings,  and  the  latter  had  retired  prior 
to  1920.  (R.  75.)  The  secretary  of  petitioner  was 

also  manager  of  the  plantation  department  of  the 
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agent  and  spent  about  one-third  of  his  time  visiting 
the  various  plantations  represented  by  the  agent, 
but  devoted  no  time  especially  to  affairs  of  th^  pe¬ 
titioner  as  distinct  from  other  plantations,  and  for 
his  services  he  was  paid  by  the  agent  a  salary  of 
$10,000  and  a  bonus  of  $4,000  in  1920.  (R.  75,  [76.) 

The  treasurer  of  petitioner  held  the  same  office  Vith 
the  agent  and  divided  his  time  among  the  various 
plantations,  for  which  services  he  was  paid  by  the 
agent  a  salary  of  $7,500  and  a  bonus  of  $2,910  in 
1920.  (R.  76.)  All  the  officers  of  the  petitioner 

received  substantial  salaries  from  other  sources, 
and  most  of  their  time  was  devoted  to  interests 
other  than  the  petitioner.  (R.  76.)  In  respedt  to 
the  payment  of  salaries  to  officers,  as  well  as  other 


conditions,  the  same  practice  prevailed  in  other 
sugar  companies  as  with  the  petitioner.  (R.  ]76.) 
It  seems  apparent  from  this  evidence  that  |  the 


fact  that  petitioner  paid  no  salaries  to  its  officers 
was  not  an  abnormal  condition  affecting  its  capi¬ 
tal  or  income.  Aside  from  the  fact  that  petitioner 
was  no  differently  situated  in  this  respect  than 


other  corporations  in  the  same  business,  which  albne 
negatives  any  idea  of  abnormality,  there  is  an  ob¬ 
vious  reason  why  such  salaries  were  not  paid 
properly  so.  Petitioner  was  practically  owned]  by 
the  agent  through  whom  it  operated  and  by  whfom 
it  was  in  effect  controlled.  (R.  72-74.)  Its 
officers  were  those  of  the  agent  and  by  it  fully  com¬ 


pensated  for  any  services  rendered,  and  such  serv¬ 
ices  as  were  rendered  apparently  were  in  the  jin- 
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terest  of  the  agent.  No  duties  were  imposed  and 
no  services  were  rendered  as  officers  of  the  peti¬ 
tioner  distinct  from  their  positions  as  stockholders, 
directors,  and  Officers  of  the  agent.  Under  such 
circumstances,  the  failure  of  the  petitioner  to  pay 
salaries  to  its  officers  was  indeed  the  normal,  rather 
than  abnormal,  condition. 

The  operation  of  petitioner’s  business  under  a 
lease  of  sugar  lands  was  not  in  any  sense  an  ab¬ 
normal  condition  affecting  capital  or  income.  The 
lease  can  not,  as  suggested  by  petitioner,  be  con¬ 
sidered  as  borrowed  capital  employed  in  a  business. 
Under  the  lease  petitioner  acquired  the  use  of  the 
lands  in  return  for  a  portion  of  the  crops  or  the 
market  value  thereof,  payable  annually,  and  the 
rentals  were  fair  and  reasonable  for  the  lands  under 
cultivation.  (R.  98.)  At  the  time  of  acquisition 
the  lease  had  no  value  in  excess  of  the  stipulated 
rental  and  was  of  value  only  as  the  operation  of  the 
business  proved  profitable.  For  that  reason  no 
amount  in  respect  of  the  lease  could  be  considered 
invested  capital.  The  allusion  by  petitioner  to  the 
rental  of  1920  as  compared  with  the  rental  which 
would  have  been  payable  under  the  lease  subse¬ 
quently  entered  into  is  of  no  material  significance, 
for  the  increased  rental  was  due  to  the  larger  area 
under  cultivation  and  the  profitable  operation  of 
the  business  since  the  lease  was  originally  acquired. 
(R.  99.)  While  under  the  lease  petitioner  was 
using  land  owned  in  fee  by  another,  it  can  not  be 
said  to  have  employed  borrowed  capital  represented 
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by  such  land.  Under  the  lease  petitioner  pur¬ 
chased  an  interest  in  the  land,  an  estate  for  years, 
for  an  agreed  consideration  and  was  not  in  anyjwise 
a  borrower.  Moreover,  if  the  petitioner  had  o^ned 
the  lands  in  fee  it  would  not  have  been  in  any  better 
position  in  respect  to  capital  and  income  so  f^r  as 
its  profits  taxes  for  1920  are  concerned.  The  de¬ 
ductions  allowed  petitioner  for  rental  and  for 
amortization  of  the  March  1, 1913,  value  of  the  lbase 
in  computing  its  taxable  income  more  than  equalizes 
any  benefit  it  would  have  derived  from  the  owner¬ 
ship  of  the  lands  in  fee  and  the  inclusion  of  its  in¬ 
vestment  therein  as  invested  capital.  It  seems 
evident  that  the  use  of  leased  lands  was  not  an  ab¬ 
normal  condition  affecting  capital  or  income,  gnd 
this  is  further  substantiated  by  the  fact  that  other 
sugar  companies  likewise  operated  leased  lands. 
(R.  62-65,  83.)  The  use  of  leased  lands  by  the 
petitioner  was  then  the  normal,  not  the  abnormal, 
condition.  j 

Because  of  the  arrangement  with  the  agent 
whereby  petitioner  obtained  all  its  supplies  and 
equipment  through  the  agent,  the  cash  capital  fern- 
ployed  by  the  petitioner  was  small  as  compared  to 
the  volume  of  its  gross  business,  and  this  is  char¬ 
acterized  by  the  petitioner  as  an  abnormal  condi¬ 
tion  affecting  capital.  It  has  been  heretofore 
pointed  out  that  the  agent,  through  stock  owner¬ 
ship  and  official  personnel,  practically  controlled 
the  petitioner  and  marketed  all  petitioner’s  prod¬ 
uct.  Under  the  plan  of  operation,  as  the  witness 
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testified,  the  agent  was  charged  with  the  duty  of 
selling  the  sugar  and  collecting  the  proceeds, 
“which  it  holds,  and  in  turn  takes  and  honors  all 
the  drafts  that  the  plantation  issues  upon  it  for 
the  funds  needed  there,  and  for  such  other  pur¬ 
poses  as  the  directors  may  from  time  to  time  author¬ 
ize.  *  *  *  Whenever  the  plantation  is  in  need 

of  supplies,  no  matter  what  they  may  be,  in  the  way 
of  fertilizers  or  repairs,  equipment  for  their  mill, 
or  bags  or  twihe,  or  whatever  they  need,  the  plan¬ 
tation  writes  to  the  agent  to  procure  the  required 
goods  for  it.  The  goods  are  procured  and  for¬ 
warded  to  the  plantation,  and  the  plantation’s  ac¬ 
count  is,  in  turn,  charged  with  the  cost  of  mate¬ 
rials.”  (R.  65,  66.)  It  seems  from  this  that  the 
petitioner  did  not  carry  in  its  own  accounts  all  of 
the  cash  capital  belonging  to  and  used  by  it.  The 
agent  apparently  retained  the  proceeds  of  sugar 
sales,  crediting  the  same  to  the  petitioner  to  be 
applied  against  orders  for  supplies.  Under  such 
circumstances  it  can  not  be  said  that  the  agent 
advanced  the  supplies  to  the  petitioner  or  that  pe¬ 
titioner  used 1  capital  of  the  agent.  The  cost  of 
supplies  and  equipment  charged  to  the  account  of 
petitioner  apparently  was  offset  by  the  proceeds 
from  sugar  sales  held  by  the  agent.  Such  a  condi¬ 
tion  clearly  is  not  an  abnormality  affecting  capital, 
but  is  in  effect  no  more  than  the  employment  by 
the  petitioner  of  the  facilities  of  the  agent  for  the 
conduct  of  its  business.  There  is  nothing  unusual 
and  abnormal  about  such  a  method  of  doing  busi- 
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ness.  Moreover,  all  other  sugar  companies  oper¬ 
ated  in  substantially  the  same  manner  (R.  65),  ajnd 
obviously  this  method  can  not  be  considered  an 
abnormal  condition.  | 

The  original  cost  of  petitioner’s  physical  assets 
was  $1,594,547.91  and  the  depreciated  cost  thereof 
at  January  1,  1920,  was  $210,016.72,  in  wThich 
amount  they  were  included  in  invested  capital  f  or 
1920.  The  difference  between  the  original  and  de¬ 
preciated  cost  of  the  assets  resulted  from  depre¬ 
ciating  the  same  over  the  term  of  the  lease  whqre 
the  life  of  the  asset  was  greater  than  the  term  of 
the  lease.  (R.  103.)  Petitioner  has  obtained  the 
benefit  of  the  annual  depreciation  on  its  physical 
assets.  The  original  cost  of  the  assets  has  be£n 
returned,  proportionately,  to  the  petitioner  tax  f rfee 
by  way  of  annual  deductions  for  depreciation,  ^0 
that  in  January,  1920,  the  depreciated  cost  repre¬ 
sented  the  entire  capital  invested  in  physical  assdts 
used  in  the  business  and  the  amount  on  which  peii- 

1 

tioner  was  entitled  to  the  return  from  earnings  pr^)- 
vided  for  by  the  statute  in  determining  the  inconjie 
subject  to  the  profits  tax.  Capital  or  income  was 
not  abnormally  affected  by  reducing  the  cost  df 
assets  for  annual  depreciation.  '  This,  indeed,  is  the 
normal  condition  obtaining  in  every  business  em¬ 
ploying  physical  assets.  It  seems  manifest  that  the 
reduction  of  the  cost  of  physical  assets  for  depre¬ 
ciation,  which  is  deductible  under  the  statute  ip 
computing  net  income  subject  to  the  tax  assessable 
in  the  manner  applicable  to  taxpayers  generally, 
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can  not  result  in  an  abnormal  condition  affecting 
capital  or  income  within  the  meaning  of  the  statute 
so  as  to  require  a  special  assessment  of  the  tax. 
To  hold  that  depreciation  of  assets  is  such  an  abnor¬ 
mality,  is  to  say  that  the  statute  in  providing  for 
the  computation  of  net  income  taxable  in  the  usual 
manner  creates  the  condition  upon  which  the  tax 
is  assessable  in  the  special  manner.  Certainly,  the 
statute  does  not  contemplate  any  such  result.  The 
reduction  of  the  original  cost  of  physical  assets 
and  the  inclusion  thereof  in  invested  capital  at  the 
depreciated  cost  is  not  an  abnormal  condition  affect¬ 
ing  capital  or  income. 

CONCLUSION 

It  is,  therefore,  respectfully  submitted  that  the 
decision  of  the  Board  of  Tax  Appeals  is  correct 
and  should  be  affirmed. 
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Ibis  . 

5.  The  disparity  between  the  book  value.  /.  r..  tlu*  value  of 

j*etitiori(*r's  plant  assets  for  invested  capital  purposes  and 
their  income-producing  value  in  petitioner's  business  :  tliedis- 
panty  between  such  book  value  of  petitioner's  plant  assets 
and  the  book  value  of  similar  assets  in  the  hands  of  other 
sujrar-prodncin.s:  companies  on  tlu*  Island  of  Kauai  consti¬ 
tute  an  abnormal  condition  within  the  purview  of  Section 
327  id)  of  the  Revenue  Act  of  1018 . 
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KEKAHA  SUGAR  COMPANY,  LTD.,  Petitioner, 


v . 


COMMISSIONER  OF  INTERNAL  REVENUE 

Respondent. 


REPLY  BRIEF  FOR  PETITIONER. 

. 


May  it  Please  the  Court  : 


The  positions  taken  in  the  brief  for  respondent 
speeting  the  several  questions  involved  justify  us, 
believe,  in  submitting  the  following  suggestions 
way  of  reply. 


re- 

we 

by 
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Unless  otherwise  indicated,  the  italics  of  this  brief 
are  ours. 

1.  In  1918  petitioner  paid  $114,159.68  as  rental  of 
the  plantation  cultivated  by  it.  In  accordance  with 
its  accounting  method,  it  allocated  one-third  of  this 
outlay  to  the  crop  of  1918,  one-third  to  the  crop  of 
1919,  and  one-third  to  the  crop  of  1920.  Its  income- 
tax  returns  reflected  this  allocation.  In  this  proceed¬ 
ing  respondent  seeks  the  disallowance,  as  a  deduction, 
of  the  amount  ($38,053.22)  so  allocated  to  1920.  It  ap¬ 
pears  in  the  record  that  such  disallowance,  if  made, 
will  conflict  with  petitioner’s  system  of  accounting 
(Rec.  109). 

The  reasons  for  such  disallowance  given  in  the  brief 
for  respondent  are:  (a)  That  the  expenditure  so  made 
in  1918  “had  no  relation  whatever”  to  the  1920  crop; 
( b )  that  to  allow  the  deduction  would  effect  a  distor¬ 
tion  of  income;  and  (c)  that  the  rental  is,  in  any  event, 
“a  general  expense  not  identified  with  the  crop  or 
crops  of  any  year  or  years.” 

(a)  Did  the  expenditure  in  question  have  such  rea¬ 
sonable  relation  to  the  1920  crop  as  to  justify  the  al¬ 
location  of  a  proportionate  part  thereof  to  that  crop? 
The  answer  to  this  question  depends  to  some  extent 
at  least  upon  the  provisions  of  the  leases  and  sub¬ 
leases  under  which  petitioner  held  the  plantation. 
These  appear  at  pages  121  et  seq.,  of  the  record.  Col- 
lectivly,  they  leased  to  petitioner  the  entire  area  of  the 
plantation,  including  the  cane  lands  planted  in  the 
crops  of  1918,  1919,  and  1920. 


3 


I 

The  rental  reserved  by  the  leases  and  subleases  coin- 
pensated  the  owner  and  the  original  lessee  for  the  pos¬ 
session  and  use  of  the  entire  plantation.  Under  the 
express  terms  of  these  instruments,  the  rental  was  to 
be  paid  annually.  There  was  to  be  a  “yielding  and 
paying  therefor  each  year  *  *  *”  (Rec.  123),  a 

“yielding  and  paying  therefor  *  *  *  the  yearly 

rent  *  *  *”  (Rec.  153).  Nowhere  in  the  leases  is 

there  any  segregation  of  lands  for  the  use  and  oc¬ 
cupancy  of  which  the  rental  was  to  be  paid  each  sec¬ 
ond  or  third  year  or  any  provision  to  that  effect. 

In  1918,  petitioner  had  the  actual  possession  and 
use  of  the  area  devoted  to  the  1920  crop.  It  received 
in  that  year  (1918)  the  benefit  of  the  possession  and 
use  of  that  area.  There  is  no  provision  of  the  lease 
under  which  petitioner  held  that  area  or  any  othjsr 
area  rent-free  until  the  end  of  1920  or  for  any  othbr 
period. 

Keeping  in  mind  that  the  annual  rental,  paid  in  1918, 
compensated  the  owner  of  the  fee  and  the  original 
lessee  for  the  use  of  the  plantation  for  that  year,  i. 
the  area  planted  in  three  crops  (1918,  1919,  and  1920), 
how  may  we  escape  the  conclusion  that  a  part  of  sucpi 
annual  rental  had  a  reasonable  cost  relation  to  the 
1920  crop?  Certainly,  it  will  not  be  claimed  that  jit 
was  intended  by  the  parties  to  the  leases  and  subleases 
that  petitioner  should  pay  no  rent  whatsoever,  for  tl|e 
1920  crop  area,  for  the  portion  or  all  of  the  years  1913, 
1919,  and  1920  during  which  the  land  was  devoted  to 
that  crop. 

(h)  Petitioner’s  allocation  of  the  1918  rental  pay¬ 
ment  to  the  three  years  was  made  in  accordance  with 
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its  previously-established  accounting*  practice.  In 
point  of  fact,  petitioner’s  method  contemplates  there 
will  be  allocated  to  each  crop  year  three  one-thirds  of 
the  annual  rental  paid  during*  the  crop  period.  If 
there  be  a  variance  of  rental  charges,  as  between  years, 
this  is  merely  incidental  to  the  nature  of  the  crop 
which  requires  portions  of  three  calendar  years  for 
its  production. 

No  sufficient  reason  is  given  in  the  brief  for  respond¬ 
ent  for  the  contention  that  petitioner’s  accounting 
method  effects  a  distortion  of  income  for  the  taxable 
year.  On  this  point  counsel  say  (brief  for  respondent, 

p.  21) : 


“The  conclusion  seems  inescapable  that  the 
rent  payment  in  1918  was  definitely  and  insepa¬ 
rably  chargeable  to  the  1918  crop  and  no  other 
and  that  any  arbitrary  shifting  or  deferring  of 
such  rent  or  any  part  thereof  would  necessarily 
distort  the  true  net  income  from  the  1918  crop. 
It  follows  necessarilv  that  the  allocation  of  any 
part  of  the  1918  rent  to  the  1920  crop  and  the  de¬ 
duction  thereof  from  1920  income  as  an  expense 
does  not  clearly  reflect  the  true  income  for  1920 
but,  on  the  contrary,  is  a  distortion  of  1920  in¬ 
come.” 

There  was  no  arbitrary  shifting  or  deferring  of  the 
rent  or  any  part  thereof  in  the  present  case.  Peti¬ 
tioner  had  previously  allocated  to  1918  one-third  of 
the  rental  paid  in  1916  and  one-third  of  that  paid  in 
1917.  With  one-third  of  the  1918  rental  allocated  to 
that  year,  there  was  thus  allocated  to  1918  three  one- 
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thirds  of  the  annual  rentals.  The  same  is  true  of  tlje 
other  years. 

If  the  rental  was  the  same  for  each  year,  the  d 
duct  ion  computed  under  petitioner’s  method  wou^d 
have  been  the  exact  equivalent  of  the  entire  rental 
of  the  year  in  which  the  crop  matured.  But  no  dis¬ 
tortion  of  income  mav  result  from  anv  variance  of 

*■  * 

rental  between  years,  because  such  variance  results 
from  facts  existing-  and  events  occurring  during  such 
years.  Of  these  facts,  the  primary  one  is  that  the  an¬ 
nual  rental  covers  the  entire  plantation.  If  the  rental 
be  higher  than  usual,  it  is  nevertheless  true  that  a  pro¬ 
portionate  part  of  it  is  actually  paid  for  the  area  Jn 
the  crops  of  the  second  and  third  years.  If  it  be 
lower,  the  same  reasoning  applies.  No  variance  of  in¬ 
come  or  deduction  between  years  that  has  its  root  in 
the  actual  facts,  viz.,  the  sources  of  income  actuall 
received  or  accrued  and  the  nature  of  expenditures  a 
tually  made  or  incurred,  can  be  regarded  as  a  distoi 
tion  of  income.  No  accounting  system  contemplates 
that  items  of  income  and  deductions  will  be  in  tl 

same  amounts  for  successive  years. 

* 

(c)  Counsel  say  (brief  for  respondent,  p.  22): 

“Even  though  the  1918  rental  be  considered 
as  payment  for  the  use  of  the  entire  plantation 
for  that  year,  nevertheless  no  part  thereof  m^y 
be  properly  allocated  as  an  expense  of  the  19^0 
crop  and  deducted  from  1920  income  upon  tide 
crop  basis  of  computing  income.  In  that  view  it 
seems  apparent  that  the  rental  is  a  general  ex¬ 
pense  not  identified  with  the  crop  or  crops  pf 
any  year  or  years.  It  is  then  an  item  of  ovef- 
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head  expense  incident  to  the  annual  opera¬ 
tion  of  the  business  and,  like  other  items  of  gen¬ 
eral  expense,  such  as  executives’  salaries,  taxes, 
insurance,  interest  on  borrowed  money,  etc., 
which  are  incurred  in  the  conduct  of  the  busi¬ 
ness,  is  not  attributable  directly  to  the  produc¬ 
tion  of  the  crops  of  any  year.” 

This  contention  would  subvert  the  crop  system  of 
accounting  which,  counsel  say  elsewhere,  is  conceded 
to  be  the  proper  method  of  computing  petitioner’s  tax¬ 
able  income.  To  justify  the  allocation  of  anv  outlav 
to  the  crop  of  a  subsequent  year  there  must,  of  course, 
be  a  reasonable  relation  of  the  outlay  to  the  crop  to 
which  allocation  is  made.  Insurance  and  interest  on 
borrowed  monev — there  were  no  executive  salaries  in 
the  present  case — have  no  such  relation  to  the  crop  of 
any  year.  But  it  is  apparent  that  this  may  not  be  said 
of  a  proportionate  part  of  a  rental  paid  for  the  right 
to  use  and  occupy  the  area  devoted  to  a  particular 
crop.  Such  proportionate  part  is  just  as  truly  a  di¬ 
rect  charge  against  that  crop  as  the  plowing  of  the 
land,  or  the  cultivation  or  harvesting  of  the  crop  it¬ 
self,  the  cost  of  which  is  admittedly  allocable  to  the 
year  in  which  the  crop  matures. 

2.  Referring  to  the  second  question  involved  on  this 
appeal — whether  the  item  of  $30,000  paid  by  peti¬ 
tioner  for  the  reversionary  interest  of  the  original 

lessees  is  allocable  in  its  entirety  to  the  vear  1920 — 

*  » 

counsel  state  (brief  for  respondent,  p.  24):  “More¬ 
over,  the  Board  of  Tax  Appeals  concluded  that  the 
gross  payment  was  a  lump  sum  for  the  unexpired  term 
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of  the  sublease  and  the  reversionary  interest  of  the 
lessors,  and  that  $30,000  thereof  was  not  paid  specifi¬ 
cally  as  rent  for  May,  1920  (Rec.,  37,  44),  and  jhis 
Court  will  not  disturb  that  finding  if  supported  by 
any  substantial  evidence.”  There  is  here  some  con¬ 
fusion  between  the  conclusion  of  the  tribunal  below 
stated  in  its  opinion  and  the  findings  of  fact  made]  by 
it.  We  quote  from  the  findings  of  fact  (Rec.  36-37) : 

“On  or  about  October  1,  1918,  the  assignees 
of  Knudsen  granted  to  the  petitioner  an  exten¬ 
sion  to  April  30,  1920,  of  the  sublease  which  it 
then  held.  In  1920  there  was  in  force  in  the  Tjer- 
ritory  of  Hawaii  a  law  which  gave  the  Comniis- 
sioners  of  Public  Lands  the  right  to  extend  i;he 
term  of  a  lease  on  territorial  lands  for  one  vear 
for  the  purpose  of  permitting  the  tenant  to  Re¬ 
move  crops  then  under  cultivation.  For  the 
purpose  of  enabling  it  to  take  advantage  of  tjiis 
provision  of  law,  the  petitioner  entered  ii^to 
negotiations  with  the  widow  of  Knudsen  and 
her  assignees  to  secure  a  sublease  for  the  month 

w  .  i 

of  May,  1920,  or  to  secure  an  assignment  jof 
their  interest  under  the  lease  from  the  Commis¬ 
sioners  of  Crown  Lands  to  Knudsen.  On  De¬ 
cember  4,  1918,  an  agreement  was  entered  into 
between  petitioner  and  representatives  of  said 
Knudsens  under  which  petitioner  paid  $240,000 
to  said  Knudsens  for  their  reversionary  interest 
in  the  lease  from  the  Commissioners  of  Croyn 
Lands  and  in  commutation  and  settlement  of  the 
rental  for  the  unexpired  period  of  the  sublease. 
In  computing  its  taxable  income  for  1920  tjhe 
petitioner  deducted  $130,000  on  account  of  such 
payment.  In  computing  the  deficiency  for  thlat 
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year  the  respondent  allowed  as  a  deduction  $96,- 
000  of  such  payment.” 

It  is  stated  by  counsel  that  the  payment  was  made 
“for  the  unexpired  term  of  the  sublease  and  the  re¬ 
versionary  interest  of  the  lessors.”  In  point  of  fact, 
it  was  made  specifically  in  commutation  of  the  rent 
to  accrue  during  the  unexpired  term  of  the  lease  and 
as  the  consideration  for  the  transfer  to  petitioner  of 
the  reversion.  The  reversion  extended  over  one  month 
only,  May,  1920.  Whatever  portion  of  the  total  con¬ 
sideration  ($240,000)  paid  may  be  said  to  cover  the 
consideration  of  the  transfer  of  the  reversion  has  no 
proper  place  in  1919  or  1921.  The  consideration  for 
the  reversion 1  should  be  allocated  in  its  entiretv  to 
1920  because  the  reversion  appertained  exclusively  to 
the  month  of  Mav  1920. 

v  7 

But  this  question  is  stated  by  counsel  (brief  for 
respondent,  p.  2) : 

“In  the  absence  of  proof  that  $30,000  of  the 
lump-sum  payment  was  paid  specifically  as  rent 
for  May,  1920,  is  the  petitioner  entitled  to  de¬ 
duct  the  same  in  1920  or  should  the  entire  lump 
sum  be  distributed  ratably  over  the  period  for 
which  the  payment  was  made?” 

What,  in  fact,  was  the  proof  for  petitioner  on  the 
question  of  what  portion  of  the  total  payment  repre¬ 
sented  the  cost  of  the  reversion? 

The  reversion  of  one  month  was  retained  by  the 
original  lessees  (the  Knudsens)  because  a  valuable 
right  inhered  therein,  viz.,  the  right  to  obtain  an  ex¬ 
tension  of  the  lease  for  one  year  from  the  Territorial 
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Government.  That  this  was  a  valuable  right  seems  to 
be  conceded  on  all  hands. 

Petitioner  paid  to  the  representative  of  the  Knua- 
sens  $240,000  specifically  for  two  things:  (a)  as 
a  commutation  of  future  rent  and  (b)  as  the  purchase 
price  of  the  original  lessees’  reversion.  The  first  df 
these  relates  to  the  period  of  twenty-nine  months, 
from  January  1,  1919,  to  May  31,  1921;  the  other,  ex¬ 
clusive!  v  to  the  month  of  May,  1920. 

There  is  no  dispute,  we  take  it,  that  the  proof  es¬ 
tablishes  what  has  just  been  said;  but  does  it  go  fur¬ 
ther  and  show  what  would  be  a  reasonable  allocation 
of  the  amount  paid  between  the  two  rights  acquired? 
The  minute  book  of  the  directors  of  petitioner  shows 
that  the  petitioner  was  willing  to  pay  $30,000  for  the 
reversion  (Rec.  68).  It  was  further  shown  by  the 
testimony  of  Mr.  Bottomley  that  the  representative 
of  the  Knudsens  was  asking  more  than  $30,000  fc^r 
the  reversion.  We  quote  from  his  testimony  (Rec. 
93) : 

“Q.  Now,  Mr.  Bottomley,  I  call  your  atten¬ 
tion  to  that  part  of  the  minutes  which  reads 
as  follows:  ‘A  statement  which  had  been  pre¬ 
pared  by  Mr.  IT.  P.  Faye  and  Mr.  George  K. 
Wilcox  was  next  submitted  showing  an  esti¬ 
mated  rental  coming  to  the  Knudsens  for  th^ 
next  year  up  to  May  1st,  1920,  of  two  hundred 
twenty  thousand  dollars,  and  thirty  thousand 
for  the  last  month,  which  it  was  advisable  for 
Kekaha  to  acquire,  making  two  hundred  anil 
fifty  thousand  in  all,  which  amount  Mr.  Faye 
suggested  should  be  offered  to  the  Knudsens. 
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I  will  get  you  to  state  what  amount  was  claimed 
by  the  Knudsens  or  their  representative  for 
the  last  month,  which  the  record  here  shows 
was  May,  1920  l 

“A.  The  Bishop  Trust  Company,  agent  for 
the  Kntidsens,  in  a  letter  which  they  wrote  to 
us,  claimed  fit* t v  thousand  dollars  for  the  last 
month.” 

With  the  purchaser  willing  to  pay  $30,000  and  the 
seller  asking  $50,000  for  the  reversion,  can  it  be 
doubted  that  the  minimum  amount  upon  which  the 
minds  of  the  parties  actually  met  was  not  less  than  the 
lower  of  these  two  figures? 

It  is  said,  however,  by  counsel  (brief  for  respond¬ 
ent,  p.  27) : 

“The  books  of  the  petitioner  show  that  $110,- 
000  of  the  total  amount  was  charged  to  the  19 IS 
crop.  The  books  make  no  mention  of  a  specific 
amount  for  the  month  of  May,  1920  (Rec.  81), 
nor  was  any  part  of  the  $240,000  deferred  to 
crops  maturing  after  1920  (Rec.  89).” 

Counsel  is  in  error  in  the  first  statement.  Xo  part 
of  the  $240,000  was  allocated  by  petitioner  to  the  1918 
crop.  The  $110,000  was  allocated  by  petitioner  on  its 
books  to  the  1919  crop,  and  the  remainder,  $130,000, 
to  the  1920  crop  (Rec.  81). 

It  was  not  necessary,  we  suggest,  that  specific  men¬ 
tion  should  be  made  on  the  books  of  the  allocation  of 
$30,000  to  the  month  of  May,  1920.  The  consideration 
paid  for  the  reversion  was  evidently  included  in  the 
total  charge  of  $130,000  allocated  to  that  year. 
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3.  One  of  the  abnormalities  that  entitled  petitioner 
to  assessment,  for  1920,  under  Section  328  of  the  Reve¬ 
nue  Act  of  1918,  was  the  fact  that  no  salaries  or  other 
compensation  were  paid  by  petitioner  to  its  officers  for 
their  services  as  such.  The  officers  consisted  of  a 
president,  two  vice-presidents,  a  secretary,  and  a 
treasurer  (Rec.  45).  On  this  point  counsel  assort 
(brief  for  respondent,  p.  40): 

“There  is  no  evidence  of  what  duties,  if  any, 
the  officers  of  the  petitioner  had  or  what  serv¬ 
ices,  if  any,  were  rendered  by  the  officers  to 
t lie  petitioner.  All  the  evidence  indicates  tlijat 
the  officers  had  no  duties  and  performed  no 
services  in  the  operation  of  the  petitioner’s 
business.” 

I 

Is  this  possible,  i.  e.,  that  the  officers  of  a  corpora¬ 
tion  of  the  size  of  the  petitioner  should  have  no  duties 
and  perform  no  service  whatsoever  in  the  operations 
of  the  company  of  which  they  are  officers,  oper 
producing  millions  of  dollars  of  gross  income? 

The  quoted  statement  is  hardly  supported  by  the 
record.  That  the  active  officers  of  petitioner  were 
also  officers  of  the  American  Factors,  Ltd.,  agent  of 
petitioner,  and  that  they  divided  their  time  and  ef¬ 
forts  between  that  company  and  the  plantations  rep¬ 
resented  by  it,  including  petitioner,  is  conceded.  It  is 
further  conceded  that  the  compensation  of  the  officers 
for  all  such  service  was  paid  them  by  the  American 
Factors,  Ltd.  AVe  cannot  concede,  however,  that  tlje 
evidence  indicates  that  petitioner’s  officers  had  i^o 
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duties  and  performed  no  services  in  aid  of  the  busi¬ 
ness  of  petitioner. 

Mr.  Lowrey,  treasurer  of  petitioner,  testified  (Rec. 
84): 

“In  1920  the  several  executive  officers  of  the 
company,  including  myself,  performed  all  of  the 
duties  required  of  their  offices,  and  also  brought 
certain  matters  to  the  attention  of  the  Board  of 
Directors.” 

Further,  on  this  subject,  Mr.  Lowrey  on  cross-ex¬ 
amination  said  (Rec.  87) : 

“Q.  "Whatever  duties  you  performed,  as 
treasurer  of  any  of  these  five  sugar  companies, 
were  actually  performed  as  part  of  your  duties 
as  treasurer  of  the  American  Factors  during 
the  vear  1920,  were  thev  not  ? 

“A.  Xot  in  the  least.  Many  things  come  up 

pertaining  directly  to  the  companies  themselves 

that  have  to  be  handled  bv  the  officials  of  the 

•/ 

companies.” 

As  to  the  services  of  the  directors  of  petitioner,  for 
which  no  compensation  was  paid,  we  refer  to  pages 
72  et  seq.  of  the  record. 

One  of  the  contentions  of  counsel  seems  to  be  predi¬ 
cated  on  the  fact  that  petitioner’s  officers,  being  also 
officers  of  the  American  Factors,  Ltd.,  were  compen¬ 
sated  by  that  company  for  all  services  rendered  by 
them.  This  fact  has  been  conceded  by  us;  but  what 
is  the  conclusion  to  be  drawn  from  it  ? 

Bearing  in  mind  that  an  abnormality  is  something 
unusual,  extraordinary,  not  conforming  to  the  usual 
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type  of  things,  the  fact  just  mentioned  has  all  the 
characteristics  of  an  abnormal  condition.  The  Couft 
will  take  judicial  cognizance  of  the  well-known  fa^t 
that  for  one  corporation  to  pay  the  compensation  f)f 
officers  of  another  corporation  is  an  unusual  and  ab¬ 
normal  condition.  'Where  a  separate  return  is  filed  for 
the  latter  corporation,  as  here,  the  abnormality  is  or^e 
affecting  the  income  of  that  corporation,  within  the 
meaning  of  Section  327(^/)  of  the  Revenue  Act  of  1918. 

4.  The  second  ground  relied  on  by  petitioner  to  es¬ 
tablish  an  abnormality  under  Section  327(^)  of  the 
Act  was  the  fact  that  one  of  its  more  important  in¬ 
come-producing  assets  (its  cane  lands)  was  borrowed 
capital,  for  the  use  of  which  a  very  low  charge  wjjis 
paid.  On  this  subject  counsel  for  respondent  s*iy 
(brief  for  respondent,  p.  42) : 

“The  operation  of  petitioner’s  business  undbr 
a  lease  of  sugar  lands  was  not  in  any  sense  an 
abnormal  condition  affecting  capital  or  incorhe. 
The  lease  can  not,  as  suggested  by  petitioner, 
be  considered  as  borrowed  capital  employed  in 
a  business.  Under  the  lease  petitioner  acquired 
the  use  of  the  lands  in  return  for  a  portion  bf 
the  crops  or  the  market  value  thereof,  payable 
annually,  and  the  rentals  were  fair  and  reason¬ 
able  for  the  lands  under  cultivation  (Rec.  98) 


The  statement  in  the  record,  cited  by  counsel,  that 
the  rental  paid  was  fair  and  reasonable,  relates  |o 
1898,  when  the  sublease  was  acquired  by  petitioner,  npt 
to  1920.  We  quote  from  the  page  of  the  record  re¬ 
ferred  to  by  counsel  (Rec.  98) : 
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“The  rentals  in  the  1898  leases  of  9%  of  the 
sugar  up  to  7,000  tons  and  after  that  5%  and 
2%%,  'on  the  upper  lands,  was  fair  and  rea¬ 
sonable  for  lands  under  cultivation  at  that 
time 

It  further  appears  from  the  testimony  of  the  same 
witness  (Mr.  Faye)  that  the  cane  lands  of  petitioner, 
which  had  a  market  value  in  1898  of  $400  to  $600  per 
acre,  appreciated  in  value  thereafter,  so  that  by  1913 
these  lands  possessed  a  market  value  of  $750  to  $1,000 
per  acre  (Rec.  96).  It  further  appears  that  had  peti¬ 
tioner’s  1920  rental  been  computed  under  the  1923 
lease,  such  rental  would  have  been  more  than  three 
times  that  actually  paid  (Respondent’s  Exhibit  4,  fol¬ 
lowing  p.  178  of  the  record). 

5.  The  fourth  abnormality  upon  which  petitioner’s 
claim  for  assessment  under  Section  327  of  the  1918 
Act  was  based  was  the  disparity  between  the  book 
value  of  its  plant  assets  and  the  value  thereof  as  an 
income-producing  asset  of  the  business.  The  assets  in 
question  were  acquired  at  a  cost  of  $1,594,547,  but  the 
amount  at  which  they  were  included  in  petitioner’s  in¬ 
vested  capital,  for  1920,  was  only  $218,61S,  owing  to 
the  reduction  of  cost  by  exhaustion  computed  on  the 
basis  of  the  term  of  the  lease.  The  computation  was 
made  on  that  basis  because  the  plant  was  located  on 
leased  land,  with  a  vesting  of  the  title  thereto  in  the 
lessor  at  the  end  of  the  lease.  That  method  of  comput¬ 
ing  exhaustion  spreads  the  cost  over  the  term  of  the 
lease  without  regard  to  the  diminution  of  the  value 
in  use  for  any  year  or  period.  Under  this  method,  at 


the  termination  of  the  lease,  the  plant  assets  were  com¬ 
pletely  written  off,  although  their  utility  in  the  busi¬ 
ness  may  have  been  unimpaired.  The  general  result 
was  that  in  1920  these  assets  were  included  in  peti¬ 
tioner’s  invested  capital  at  figures  grossly  dispropor¬ 
tionate  to  the  amounts  included  in  invested  capital  to 
represent  similar  assets  of  other  corporations  on  tlie 
Island  of  Kauai  engaged  in  the  same  business. 

On  this  point  counsel  say  (brief  for  respondent, 
P-  45) : 

‘‘The  difference  between  the  original  and  de¬ 
preciated  cost  of  the  assets  resulted  from  de¬ 
preciating  the  same  over  the  term  of  the  lease 
where  the  life  of  the  asset  was  greater  than 
the  term  of  the  lease  (Rec.  103).  Petitioner  has 
obtained  the  benefit  of  the  annual  depreciation 
on  its  physical  assets.  The  original  cost  of  the 
assets  has  been  returned,  proportionately,  to  the 
petitioner  tax  free  by  wav  of  annual  deductions 
for  depreciation,  so  that  in  January,  1920,  thje 
depreciated  cost  represented  the  entire  capital 
invested  in  physical  assets  used  in  the  business 
and  the  amount  on  which  petitioner  was  entitle^, 
to  the  return  from  earnings  provided  for  b)y 
the  statute  in  determining  the  income  subject  t^> 
the  profits  tax.  Capital  or  income  was  not  ali- 
normallv  affected  by  reducing  the  cost  of  assets 
for  annual  depreciation.” 


This  statement  would  have  greater  force  if  we  wer^ 
dealing  here  with  an  abnormality  affecting  the  income 
of  the  taxpayer.  The  fact  is,  however,  that  this  ab¬ 
normality  affects  the  invested  capital,  only.  Nor  is  it 
correct  to  assume  that  petitioner  has  obtained  thp 
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benefit  of  annual  depreciation  deductions  in  the 
amount  of  the  difference  between  cost  and  book  value. 
The  period  over  which  cost  was  spread  was  from  1898 
lo  1920.  The  first  income  tax  law  did  not  become  ef¬ 
fective  until  March  1,  1913;  or,  if  we  take  into  consid¬ 
eration  the  excise  tax  law,  that  did  not  become  effec¬ 
tive  until  January  1,  1909.  Therefore,  petitioner  has 
received  no  benefit,  for  income  tax  purposes,  from  the 
annual  amortization  deductions  from  1898  to  1913, 
which  comprises  the  greater  part  of  the  amortization 
period. 

If  depreciation  had  been  computed  by  the  ordinary 
or  normal  method,  which  takes  account  of  wear  and 
tear  only,  a  different  situation  would  be  presented. 
There,  the  usefulness  in  the  business  presumptively 
corresponds  with  the  reduced  book  value.  Here,  how¬ 
ever,  the  reduction  of  the  book  value  was  based  solelv 
on  the  term  of  the  lease — the  efflux  of  time — without 
regard  to  the  usefulness  of  the  asset. 

All  of  which  is  respectfully  submitted. 

W.  W.  SPALDING, 

Counsel  for  Petitioner , 

Toiuer  Building , 
Washington ,  D.  C. 


MASON,  SPALDING  &  McATEE, 

Of  Counsel. 


(550) 


